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FOREWORD
Digital technology is redefining
industries, enabling new business
models and providing organisations
with unparalleled opportunities for
value creation. Financial Services is no
exception with significant value at stake.
For the purpose of this paper, we focus
on the value that digital can create within
the retail banking and insurance sectors,
hereafter collectively referred to as
‘financial services’. This paper explores
the value that digital could create for the
industry, its consumers, the labour force
it employs, and society at large.
Throughout our research, we have
witnessed many experts and thought
leaders refer to the disruption that digital
will imminently bring to financial services.
Digital is often perceived as a threat to
the livelihood of the industry, stripping
incumbents of customers, leaving them
uncompetitive and irrelevant overnight.
Big banks and insurers are led to believe
that they are the next Blockbuster or
Kodak.

While we do believe that digital puts
value at stake, to be won and lost on an
increasingly competitive battleground,
we don’t subscribe to the narrative of
overnight digital disruption, nor do
we subscribe to the notion of fintechs
coming in the night to strip customers
away.
Instead, we believe a shift in mindset is
needed, where, as an industry, we focus
on the opportunity that digital presents
rather than on the threat it poses; on
shifting mindsets from fear of disruption
to optimism of opportunity, where
incumbents and fintechs see the value
in partnership rather than competition;
and where collectively, the private sector,
regulators and government embrace the
significant value and benefits that digital
unlocks for society.
For financial institutions, digital creates
opportunities to extend beyond
traditional value chains and ecosystems
to unlock new revenue streams. Advances
in architectures and infrastructure will
reset the cost base, dramatically increase
agility and reduce time-to-market for new
products and services.
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New technologies such as artificial intelligence, real-time
analytics, blockchain and peer-to-peer business models
will drive democratisation of, and access to financial
services, with products and services designed to truly
improve financial behaviour at a fraction of the cost.
Ultimately, society as whole stands to benefit as the
industry evolves from being product-centric to being
an experience provider that drives improvement in the
financial outcomes of South Africans.
Throughout this paper we refer to the future success of
financial service institutions depending on their ability
to drive a change in the financial outcomes of their
customers. For example, a financial service institution
may historically have produced a savings product.
Today it may provide a good experience to buy a savings
product. However, to be successful in future it will have to
help South Africans save and achieve life goals. This is an
example of driving an outcome for customers; not simply
providing a good product through a good experience.
Recent Accenture research, leveraging the value-at-stake
framework1 developed with the World Economic forum
(WEF), estimates that the adoption of digital technologies
within the financial services industry can unlock R1.2
trillion2 in value for the South African financial services
industry, its customers and society between now and
2026.
To capture this value, Accenture has identified six
digitally-driven opportunities, which are outlined in
this paper. Realising this value will, however, require
collaborative efforts from all stakeholders—government,
financial institutions and industry bodies.
This paper begins with context of the South African
financial services landscape and key industry trends,
then outlines the six digital opportunities and their
anticipated value impact. Finally, the paper introduces
recommendations for policymakers, financial institutions
and industry bodies in terms of their role in driving this
transformation and unlocking value.
Our ambition is for this paper to stimulate discussion,
provide a framework to help South Africa unlock value
faster, and serve as a call to action for all stakeholders in
the sector.

4

UNLOCKING DIGITAL VALUE
Banking and Insurance Sector

SOUTH AFRICA’S
FINANCIAL
SERVICES SECTOR
IS COMPETITIVE,
BUT ACCESS AND
INCLUSION REMAIN
A CHALLENGE
INTRODUCTION
A strong, established sector that
contributes significantly to South
Africa’s GDP, financial services has
remained robust amidst economic and
policy uncertainty, global headwinds,
and a sustained period of poor
economic growth. As South Africa
strives to boost economic growth, the
opportunity for financial services to act
as a catalyst for growth is significant
and the industry must become a force
for good.
While shifts in regulation, emerging
technologies, and changing customer
expectations have necessitated
innovation by incumbents, these
innovations have been incremental
at best—they have not fundamentally
transformed business models or the

industry at large. Furthermore, although
there are pockets of celebrated
innovation, they have not delivered
exponential value to institutions, society
or consumers.
Similarly, the successful entry of new
players and fintechs has historically
been underwhelming. Momentum has
only recently begun to pick up with the
launch of several new banking players
and niche insurance providers in 2019.
The opportunity remains for the
industry as whole to be far bolder and
braver in its ambition and purpose
to transform this sector and South
Africa. By leveraging digital as a critical
enabler and catalyst, it could unlock
R1.2 trillion in value.

CURRENT LANDSCAPE
For the purposes of this paper, the current financial services landscape has been
evaluated across three broad categories:

Size, regulation and
competition

Access to financial
services and the role of
digital services

Operations and
technology
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Size, regulation and competition
Fintech growth and investment
remains low with market researchers
estimating that fintechs have so far
only captured3 2 percent of market
share. While government’s initiatives
to develop key skills and incentivise
investment in the start-up space are
commendable, more needs to be done
by both the public and private sector to
open up regulation, and incentivise and
accelerate investment.
Although South Africa’s financial market
is competitive relative to its peers,
this has deteriorated over the past
five years with the 2017 to 2018 Global
Competitiveness Index ranking South
African financial market development
44th out of 137 countries. However, the
high financial compliance standards
of regulatory bodies such as the South
African Reserve Bank (SARB), the
Financial Services Board (FSB), the
National Credit Regulator (NCR) and the
Johannesburg Stock Exchange (JSE)
consistently keep South Africa at a
competitive level globally.
Avoiding political interference
and ensuring the independence of
regulatory bodies and compliance
standards is crucial to maintain and
potentially improve the competitiveness
of South Africa’s financial services
industry.

In South Africa, the retail banking sector
has been dominated by five large banks,
namely Standard Bank, First National
Bank (FNB), Capitec, Absa and Nedbank.
Together, they control approximately 90
percent of total banking sector assets.
However, access to and inclusivity
of financial services is far from
comprehensive. Banking penetration is
deceptively high at 80 percent within
South Africa,4 with deeper assessment
revealing a significantly lower rate of
inclusion. The entry of three new banks
within 2018 and 2019 has been the topic
of much discussion and debate in terms
of expectation and impact within the
sector. The fact remains that there is
significant room for players across this
industry to do more for South Africans
and society as a whole.
Within the retail insurance sector, the
market has also been dominated by a
few large players. However, simplified,
direct-to-consumer businesses have
emerged over the past decade. A
change in consumer sentiment and an
evolving regulatory environment have
made operating in South Africa more
challenging for insurers. This is driving
local insurance companies to look to
the rest of Africa for acquisitions.
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Figure 1. The financial sector’s contribution to South Africa’s GDP
Source: Accenture Value Lab Analysis
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Access to financial services and the role of digital services
Low market inclusiveness in real terms, high levels of cash usage and the failure to
leverage digital to improve financial outcomes leaves the South African financial
services market with an expanding gap to bridge.

At first glance the financial services
landscape appears inclusive compared
to other emerging markets. As an
example, 80 percent of the population
in South Africa is currently classified
as “banked”.5 This is higher than Brazil,
India and Russia. However, on closer
inspection:
• Only 30 percent of South Africans
who hold a bank account make
more than three transactions of any
kind per month, citing affordability
and access (location) as pressing
issues.
• In terms of lending, informal
channels such as non-registered
credit lenders, or “loan sharks”
make up a larger share of the credit
market than formal channels.
Industry research estimates
that 40 000 “loan sharks” are
operating within South Africa
at a ratio of 1:100 households in
informal settlements.6 Interest
rates within these informal markets
are estimated at between 30 to
50 percent, ultimately excluding
their customers from being able
to achieve a sustainable level of
financial health.

Similarly, the life insurance adoption
rate in South Africa is higher than in
many developed countries. Again,
closer inspection reveals another
picture:
• According to a recent FinScope
survey, funeral and burial coverage
dominate the life insurance
market, with only 13 percent of
the population covered by life
insurance7 that provides long-term
benefits for survivors.
• Furthermore, when it comes to
retirement, only 6 percent of South
Africans can retire comfortably,8
leaving the majority of South
Africans dependent on the state
and others for support after
retiring.

Another key factor obstructing financial
inclusion is the continued dominance
of cash as the primary means of value
exchange for a vast majority of the
population. With this comes significant
costs, as well as the obvious security issues
and risks.
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Total cash currently represents over 58 percent of the country’s GDP (according to
the PYMNTS Global Cash Index). Physical cash usage cost consumers R23 billion
or 0.52 percent of the country’s GDP in 2015, with low-income earners forfeiting
approximately 4 percent of their earnings to the costs of handling cash, compared
to the national average of 1.1 percent. A relatively high percentage—approximately
45 percent of consumers—receive salary payments in cash too. A segment where
cash is still highly prevalent is the “informal” food market within South Africa. This
market represents around 60 percent (with a market size of R400 billion) of all
food purchased in South Africa, with approximately 90 percent of these “informal”
enterprises continuing to run as cash-only businesses.

The total cash currently being used in
South Africa represents over 58 percent
of the country’s GDP.
While trust, cultural behaviours, access and cost remain barriers to abandoning
cash for many South Africans, emerging digital solutions are beginning to resolve
the barriers and unlock value in this area.
Despite South Africa being recognised as having the most sophisticated financial
services industry in Africa, local financial institutions' use of digital has had little
positive impact on financial outcomes for the population. For the most part, the
South African financial services industry has had limited impact on improving
spending behaviours, reducing levels of indebtedness, preparing people for
financial emergencies or helping them achieve life goals. Overcoming legacy
constraints and a lack of true incentives to innovate have perpetuated the status
quo, with digital innovation focused predominantly on internal efficiencies and
enhancing user experiences as opposed to driving better financial outcomes and
inclusivity for South Africans.

To date, digital has not been
effective in driving outcomes such as
increased development, employment
and economic growth.
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Operations and technology
The operating margins of South African
financial institutions have, in the
past, exceeded levels seen in many
developed nations. For example, the
cost-to-income ratio9 for South African
banks on average range within the mid
to upper fifties compared to the 60+
seen in North America and 70+ in the
United Kingdom.
However, local institutions cannot
rest on their laurels. Many traditional
revenue streams will come under
pressure from increased competition
in the industry and the need to
achieve rapid efficiencies will grow.
Organisations slow to generate new
revenue streams will be impacted.

In addition, larger financial institutions,
many of which still rely on decadesold systems, are finding it difficult to
implement the technological features
and components necessary to meet
the demands of digital customers that
want a modernised financial services
experience.
To address these challenges and
build their future business, incumbent
institutions must focus on increasing
technological and operational agility
from their core to re-invest in building
their future business.

Legacy technologies and the low level
of automation in operations impairs
the agility of many local financial
institutions limiting their ability to adjust
rapidly to increasing competition in
the industry. Not only are their cost
structures generally rigid and unable
to scale up and down, but the speed at
which new products and services can
be released to market is compromised,
reducing incumbents' ability to respond
rapidly to new competitive offerings.
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THE CHANGING
LANDSCAPE OF
FINANCIAL SERVICES
CASE FOR CHANGE
Our evaluation of the South African
financial services landscape uncovers
five trends that are driving change:
• Evolving regulation;
• The new technology dilemma:
value, speed and safety;
• New entrants and increasing
competition from across industry
borders;
• Changing customer behaviours;
and
• A focus on improving financial
outcomes.
Evolving regulation
South African regulation is moving
from being risk-averse and rulesbased to being open, progressive and
inclusive. This is helping to define a
new regulatory landscape that can
meet changing business and consumer
needs. Regulatory bodies are listening
to the private sector, taking note of
lessons learned, and adapting standards
and policies to establish a principlesbased system that supports the growth
of a more innovative and competitive
industry. We believe this trend will
continue to gather momentum as this
kind of regulation will allow for more
innovative, digitally-driven business
models, better support for fintech and,
potentially, open the financial sector to
non-traditional players.
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The new technology dilemma: value,
speed and safety
Emerging technologies of the 4th
Industrial Revolution, such as Artificial
Intelligence (AI), Virtual Reality (VR),
and blockchain, to name a few, will be
embedded and become mainstream
in the financial services industry.
While numerous organisations are
experimenting with these emerging
technologies, many appear to be
stuck in a revolving cycle of “proof
of concepts” and pilots where the
technologies and their resulting
solutions are only tested with a
limited sample size. As a result, these
organisations are not realising the full
value of these technologies. They will
remain in this position until they are able
to foster broader organisational buyin and figure out how these emerging
technologies can help them realise the
significant opportunity available in the
South African market place.
Financial institutions are also re-thinking
their IT architectures to leverage the
benefits of emerging technologies
and to address the issues associated
with their legacy systems. Facing
capacity and skills constraints, many are
attempting to run their IT transformation
agenda at multiple speeds—embracing
agility by using new technology
decoupled from legacy systems,
while methodically unravelling legacy
complexities.

With the increased ubiquity of digital
technologies and services has come an
increase in cybercrime.
Crime is shifting from the physical to
the online world. We expect this trend
to continue as cyber criminals find
new and innovative ways to penetrate
system vulnerabilities. Governments and
financial institutions have an obligation
to stay ahead of the curve, assigning
dedicated resources to prevent
cybercrime and information theft. To
date, the growing importance of data
coupled with the underestimation of the
level of threat that cybercrime presents
has contributed to the vulnerability of
South African businesses. It is important
to understand how to combat cyber
security from a legislative perspective
as well as from a consumer's
perspective.

New entrants, increased
partnering and crossindustry convergence,
coupled with new
regulation is catapulting
financial institutions into
new areas.
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New entrants and increasing competition from across industry borders
In 2019 alone, three high-profile
entrants—Bank Zero, TymeBank
and Discovery Bank—launched with
ambitions to shake up the industry.
Between them, they are targeting all
segments of South Africa’s population
as future customers. Incumbents can
expect these three to target their entire
existing and prospective customer base,
from the unbanked to the wealthy.
These newcomers look set to capitalise
on unmet customer needs. Free of
legacy systems and operating off
a lean, capital efficient base, these
entrants should have greater agility and
responsiveness. We continue to watch
this space in anticipation.
With the enablement and entry of
more fintech players into the sector,
incumbents are proactively adapting
their business models, and have started
creating open partnerships. The fear of
disruption by fintechs appears to have
been replaced in part by partnerships
and a search for synergies that increase

agility and reduce time to market for
new offerings.
Industry convergence has been a
topic of much discussion over the
last few years, with players across
telecommunications, retail and other
sectors looking to capitalise on, and
extend, the role they believe they play in
the consumer’s life.
We expect this trend to escalate as
regulations evolve, reducing traditional
barriers to entry, and organisations
strive to create new revenue streams
and play a more meaningful role in their
customers’ lives. Financial institutions
are responding by diversifying their
offerings away from only providing
financial solutions and leveraging their
brands as trusted advisors to create
deeper relationships with customers,
solving not only for their financial
wellbeing, but their broader day-to-day
needs.

Changing customer behaviours
Consumer behaviour across the South
African landscape continues to shift.
Digital services influence and shape
expectations as personalisation and
instant gratification become the norm.
Freemium (services with free and paid
options), pay-as-you-consume and
just-in-time services add a further
dimension. As consumers become more
aware, their usage and consumption
of digital (including social) services
is becoming more discerning and
deliberate, especially in terms of where
they invest their time and money and,
perhaps more importantly, where they
chose to share their data.
Financial services are not immune to
these trends and are influenced through
what Accenture and Fjord term "liquid
expectations", where your customers
12
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no longer compare the experience you
offer to that of your competitors, but
rather to “best-in-class” experiences.
For example, consumers are asking
“Why can’t finding a financial adviser
be more like finding an Uber?” or “Why
can’t I try this banking services and
experience before committing, like
with Netflix?”. It’s also no wonder that
many institutions are partnering with
established platforms, such as WeChat,
to be where their customers already are
rather than attempting to build their
own.
Financial institutions have done little to
truly evolve to cater to new customer
behaviours and must invest in gaining
a better understanding of engagement
needs and expectations, and, of course,
how to best meet them.

A focus on improving financial outcomes
Historically, financial institutions
differentiated themselves on product.
They organised their businesses into
financial product factories, releasing
wave after wave of new product
variations, year after year, often to meet
the needs of financial intermediaries
rather than customers.

institutions may have failed to truly
delight customers as product design
and customer experience design have
often been separated. This results in
customer-facing experiences that look
and feel nice while the products are still
considered too complex and not aligned
to deep customer needs.

Over the past decade, these financial
institutions have understood the need
to evolve from being product centric
organisations and have re-organised
themselves to be more customer
centric, to provide a great experience to
their customers and, hopefully, achieve
the holy grail of having a single view of
their customers' wants and needs.

We believe that the next wave for
financial institutions is to take a more
holistic approach in delivering solutions
(not just standalone experiences or
products) that truly enable and drive
an improvement in financial outcomes
for their customers. Already, we are
seeing a definite shift from designing
a great experience to enabling
meaningful outcomes that enable
customers to achieve their goals and
ambitions. This often means combining
product and service design efforts and
stretching designers to solve for a true
improvement in their client’s financial
outcomes, not just a delightful sale of
another financial product.

At the forefront of delivering great
experiences were an array of emerging
digital channels. Financial institutions
have obsessed about leveraging digital
to drive better experiences for the
customer– whether it be a seamless
transaction, an immersive design or
a simple, intuitive interface. This is
no longer a differentiator, but rather
an entry-level expectation. These
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SIX DIGITAL
OPPORTUNITIES TO
UNLOCK THE VALUE AT
STAKE FOR THE
INDUSTRY, SOCIETY
AND CONSUMERS
THE R1.2 TRILLION OPPORTUNITY
Through our research we identified six digital opportunities that have the potential to
shape the future of the financial services industry.
Accenture and the World Economic Forum (WEF) developed a value-at-stake
framework as part of WEF’s multi-year Digital Transformation Initiative (DTI) project.
Their goal was to measure the impact of digital technology and peer into the future
to quantify the value these technologies can create. The value-at-stake framework
takes into account value to consumers and to the industry, introducing Digital Value
to Society (DVS)—a metric to support the identification of value across different
elements (e.g., health and safety, employment, the environment) that generate value
for society.
DIGITAL VALUE TO SOCIETY (DVS) Example metrics
SOCIETY AND
ENVIRONMENT
LIVES SAVED

CARBON EMISSIONS

TIME SAVINGS

COST SAVING ON CONSUMPTION

NET JOB CREATION

MEDIAN INCOME GROWTH

LIFE EXPECTANCY

CONSUMER
BENEFITS

LABOUR
INCOME DISPARITY

GOVERNMENT
COST SAVINGS ON SPENDING

WELFARE CREATION FOR CITIZENS

INDUSTRY
VALUE ADDITION
(FROM NEW PRODUCTS / SERVICES)

Figure 2 – DTI Value-at-Stake Framework1
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VALUE MIGRATION
(FROM SHIFTING PROFIT POOLS)

VALUE AT STAKE (VAS)

Unlocking the full potential of the trends informing each of the digital opportunities
will require a rethink of the status quo in the sector.
To capture value from each of the six digital opportunities outlined below, Accenture
has identified key actions.

CHANGING
CHANNELS

NEW IT &
TECHNOLOGY

PEER-TO
PEER

CASHLESS
SOCIETIES

FINANCIAL
OUTCOMES

PLATFORM
BUSINESSES

Figure 3 – Digital Opportunities

FINANCIAL OUTCOMES
Digital services are fundamentally
redefining customer expectations
in terms of service levels and
personalisation. Today, consumers have
access to a personal driving service via
Uber, to a world of music via Spotify,
personalised nutritional coaching
through services such as Lifesum,
enhanced mental wellbeing via Calm
and personal training via Nike Training
Club. The list goes on.

These services are moving beyond
amazing experiences. A great
experience is a non-negotiable. What
these services are tapping into is far
more powerful—outcomes—enabling
their users to achieve their ultimate
goals. Whether it is a healthier lifestyle,
enhanced mindfulness or even learning
a new language or skill, digital is making
it possible.
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The same is expected from financial services providers. Users want financial services
providers that help them achieve their unique outcomes, that have their best interests
at heart and offer truly personalised services. A host of services are emerging to
deliver on specialised needs. Some are designed to help users develop better savings
habits, enabling them to save more—think Acorns, Digit, Chime, Qapital, etc. Others
are focused on retirement, such as Betterment and Wealthfront, with yet other services
helping debt-laden consumers to improve their financial behaviour.
The bottom line is that customers expect their service providers, including financial
services, to help them achieve their unique outcomes. They expect them to stay
true to their purpose, as well as have their best interests at heart, offering truly
personalised and unique services catered to their specific goals and objectives.
South African financial services companies need to ask themselves how they will
help customers prepare for retirement; save more for the right things; make wise
investments; protect their possessions, themselves and their families effectively; and
ultimately live their best financial lives.
South Africa faces several structural and socio-economic challenges that outcomesdriven offerings can truly impact:

It has one of the
world’s highest
unemployment
rates and GINI
coefficients.10

It has a ballooning
indebtedness
problem and a
retirement crisis—
only 6 percent of
South Africans
can afford to retire
and maintain their
standard of living.

The savings rate
is well below the
world average.

The insurance
gap for life and
disability is
alarming and
growing annually.

To capture the value from financial outcomes, financial institutions need to shift to
Outcomes Driven Offerings. This requires:
• Redefining and extending their role in the value chain;
• Broadening the definition of customer to include the customer's family,
relationships and other circles of influence;
• Partnering with others to provide additional services and products to enable
outcomes; and
• Leveraging technology to enable hyper-personalised, relevant services that learn
and evolve throughout the customer's life.
Accenture’s research indicates that Outcomes Driven Offerings can add R289 billion
for industry and society between now and 2026.
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PLATFORM BUSINESSES
As digital technologies commoditise,
traditional financial services, value
chains and industry barriers are
beginning to break down. The
atomisation of value chains and
changes in regulation will force
incumbents to open up their product
and service offerings, paving the
way for the creation of new platform
businesses.
As these platforms emerge, owners
or participants will collaborate to
collectively provide every element of
the value chain. They won't have to
build every component on their own;
they will create an ecosystem in which
customers can choose the combination
of products and services that suits
them.
We believe that these platforms will be
built and centred around the Financial
Outcomes opportunity described
above.
One way that financial institutions
can create these platforms is through
Extended Value Chains, offering
services and products that extend
beyond their traditional value chain.
These offerings will evolve into broader
partnerships where industry and nonindustry players connect to create
new value streams through mutually
beneficial partnerships.

To date, we have seen a significant
number of financial services players
build platform businesses that extend
their current products and services
with adjacent, non-competing services.
Examples include UK mobile bank
Starling's introduction of Marketplace,
a platform to enable small businesses;
and multinational Spanish banking
group BBVA’s extension of its mortgage
offering to provide an end-to-end
offering centred around the home.
Connected Ecosystems are an
extension of this strategy. Financial
services companies can create
ecosystems in which their key role is
connecting supply and demand for
financial and other services. They will
not necessarily build, own or maintain
these services themselves, and these
ecosystems could include competing
products and services.
We have yet to see the emergence of
a financial services platform business
with competing products and services.
This is likely because of a fear that
existing businesses will be cannibalised.
As a result, true platform businesses
for financial services could be created
by new or non-financial services
institutions.
The Extended Value Chains and
Connected Ecosystems opportunities
for banking and insurance can add a
total of R215 billion in value for industry
and society by 2026. However, these
opportunities will also result in R86
billion migrating to other industries.
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PEER-TO-PEER
One specific platform type that has emerged but has failed to reach scale yet, is the
crowd-driven or peer-to-peer (P2P) platform model.
These models provide alternatives to connect willing investors with investment
seekers and willing lenders with those seeking finance. The benefits include sharing
the risk of protecting assets and wealth, all while lowering the cost. As these services
continue to mature across the value-chain, we expect participation from end
users, traditional financial institutions and fintechs, as well as insuretechs, to grow
exponentially.
Peer-to-peer models are being applied to banking, investments and insurance:
•

P2P Banking: This incorporates banking-related P2P services, including
transactions (payments), lending, savings and even funding/investments. There
is significant growth in banking-related P2P services and usage, most notably
in lending and payments. This growth will persist as P2P continues to expand
into other services and more institutions extend their services to include P2P
alternatives. Some notable examples include the crowdfunding platforms
Kickstarter and Go Fund Me; peer-to-peer equity investing platform CrowdCube;
as well as LendingClub for lending and alternative investing.

•

P2P Insurance: The rise of insurtechs offering P2P insurance is shaking up the
traditional insurance industry by making insurance cheaper, simpler and more
accessible and, in many cases, making it even more appealing by introducing
benefit sharing and societal contributions. Well-known examples include
Lemonade and Friendsurance.

Accenture’s research indicates that P2P Banking can generate R84 billion in value for
industry and society by 2026. P2P Insurance can generate R122 billion in value.

CHANGING CHANNELS
Technology is fundamentally changing
the channel landscape and shifting the
way customers engage with services.
Today, intuitive mobile and Web
channels, artificial intelligence (AI)
driven robo-advisers, voice-assisted
interactions, even augmented reality
(AR) and virtual reality (VR) are being
added to, or even replacing, traditional
physical, voice and online options.
As digital channels and interfaces
continue to evolve, mundane
transactions and interactions will
become invisible and completely
seamless. For digital interactions,
customers will begin to engage using
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digital channels that combine the best
of human and artificial intelligence,
offering natural language capabilities
and dialogue.
We see financial services providers
leveraging AI as the New UI to develop
voice-powered interfaces that combine
AI to improve the ease and speed
of interactions, as well as lowering
the cost of transactions and driving
service personalisation. As voiceassisted AI technology continues to
rapidly advance, we see these services
extending beyond experimental to
mainstream interactions for customers
transactions and services.

In addition, we see the role of physical
channels transforming from “a place
to transact”, to a place to engage and
converse through Connected Spaces.
The changing nature of the physical
branch has been a topic of debate for
some time with many of the predicted
shifts only now beginning to materialise.
Branches are transforming into places
of interaction and taking the form of

coffee shops or co-working spaces—
e.g., CapitalOne’s Cafes and Santander’s
Work/Cafes—while the physical space
shrinks and the barriers between staff
and customers disappear.
Connected Spaces initiatives can add
R161 billion for industry and society by
2026. AI is the new UI initiatives could
add another R242 billion.

CASHLESS SOCIETIES
The transition to a cashless society is more a matter of “when”
than “if”. We see three clear forces that will accelerate or impede
this in each market:
1.

Regulation. We see an increasing regulatory push to eliminate
cash and its associated risks.

2. New technologies. The emergence of technologies—such
as alternative POS devices, new payment mechanisms and
blockchain—will increase access to cashless transactions
while radically driving down the cost of transactions.
3. Emergence of cashless solutions with a clear value
proposition for all. New solutions that connect stakeholders
within ecosystems, including financial institutions, suppliers,
wholesalers, distributors, etc., are emerging. This is
particularly relevant in the informal market where cash still
dominates.
Based on our research, Cashless Solutions must solve
for five key imperatives:
• Facilitate and augment trade
• Significantly reduce costs
• Minimise risk
• Increase convenience
• Provide added value for consumers,
corporates and partners
The involvement of various players across industries (consumer
goods, technology, payments, financials services, etc.), including
regulators, will be critical to enable a cashless society.
The value that Cashless Solutions can present to industry and
society by 2026 is R52 billion.

UNLOCKING DIGITAL VALUE
Banking and Insurance Sector

19

NEW IT AND TECHNOLOGIES
Legacy technologies, applications, systems and infrastructure are expensive to
operate, pose growing operational risks and, more importantly, limit the ability
of financial institutions to innovate, scale and adapt at the speed required to stay
relevant.
Decoupling from legacy

Open architectures

The rapid change that digital introduces
means it is no longer an option for
financial institutions to embark on
multi-year technology transformation
programmes; they need to find
new ways of creating technological
agility. They can decouple from their
legacy technology to enable faster
delivery, designing, building and
launching new services without the
constraints currently imposed by legacy
infrastructure. Already, many fintech
players that are free from the shackles
of legacy are delivering new services,
enhancements and even products in a
weekly cadence.

Driven by a combination of competitive
pressure and regulatory actions, such as
the revised Payment Services Directive
(PSD2) in Europe and the Open Banking
initiative in the UK, financial institutions
are being forced to open up their
architecture and operate in a world
where the value chain is becoming
more fragmented and the competitive
environment more intense. South Africa
will inevitably follow suit. In this brave
new world, financial services customers
will be able to share access to their
financial data with non-financial services
third-parties through open application
programming interfaces (APIs). Third
parties will be able to integrate their
services with those of a financial
institution to create a better consumer
experience. BBVA, through the creation
of its API Market, is a great example of a
financial institution that has embraced
open financial services.

Embracing “-as-a-Service”
Nor is it feasible to build and own every
conceivable digital technology or
capability required for success in the
future (e.g., data and analytics, artificial
intelligence and machine learning,
Internet of Things (IoT) and smart
machines, and quantum computing.
Financial institutions must look more
and more to “as-a-service” and cloud
providers to enable the agility and
scale required to remain relevant.
They will also need to make difficult
decisions with respect to technology
and infrastructure investment and
ownership.
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Journey to cloud
The benefits of cloud are plain—they
include agility, speed to innovation and
lower IT costs. From manufacturing to
marketing, companies are no longer
asking if they should move to the cloud;
they are asking when they should
move—and how to get there. Accenture
research indicates that a colossal 91
percent of companies say they will be in
public cloud by 2019.11 The majority of
financial institutions have embarked on
the journey to cloud, such as CITI and
CapitalOne, with public cloud and multicloud being the next wave.
Financial institutions are largely
becoming technology firms providing
financial services. This makes Rotating
to New IT an imperative. Key pillars of
this strategy include IT decoupling,
cloud, new platforms-as-a-service,
infrastructure-as-a-service, advanced
cybersecurity and quantum computing.
TOTAL VALUE
AT STAKE

Of the New Technologies, we believe
that blockchain offers the highest
potential as a game changer for the
industry. Financial institutions deal with
information and ledgers as a key part of
their role and recognise the tremendous
potential blockchain provides as a
distributed, decentralised public ledger
in revolutionising how information
is stored, accessed, modified and
validated. So far, there has been a lot of
experimentation with blockchain, but
very little practical application at scale
that adds value for financial institutions
and their customers.
Rotating to New IT can deliver R110
billion in value for industry and society
by 2026. New Technologies and
blockchain in particular, can deliver R59
billion.

VALUE TO
SOCIETY

VALUE
ADDITION
TO THE FS
INDUSTRY

VALUE TO
CONSUMERS

VALUE
MIGRATION

Extended Value
Chain and Connected
Ecosystems

R129.1bn

R99.3bn

R26bn

R90.3bn

-R86.5bn

Branch of the Future

R161.5bn

-

-

R161.5bn

-

AI is the new UI

R242.6bn

R92.3bn

R3.8bn

R146.5bn

-

Outcomes Driven Offerings

R289.9bn

R134.9bn

-

R155bn

-

R52bn

R1.4bn

R21bn

R13.9bn

R15.7bn

R30.5bn

R14.7bn

R5.5bn

R4.8bn

R5.6bn

P2P Insurance

R122.9bn

-

R41.2bn

R21.4bn

R60.2bn

New IT

R110.4bn

-

-

R110.4bn

-

R59.6bn

-

R0.4bn

R58bn

R1.2bn

R1 198.5bn

R342.6bn

R97.9bn

R761.8bn

R -3.8bn

Cashless Solutions

P2P Banking

Blockchain

Total

Table 1 – The full value at stake for the financial services industry, society and consumer
Due to rounding numbers presented may not add up precisely to totals indicated.
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IMPLICATIONS FOR
THE INDUSTRY AND ITS
WIDER ECOSYSTEM
To realise the value at stake, a collaborative effort is required by all the stakeholders
within the industry, from policymakers to corporates and industry bodies.

POLICYMAKERS
Policymakers have the opportunity to put incentives in place and
adapt policies to drive digital innovation within the financial services
industry. It is important to strike a balance between enabling
innovation and maintaining robust regulatory frameworks.
Accenture’s recommendations for policymakers:
• Expand your purpose and impact on society. Regulators and
policymakers can play a more significant role in improving
economic growth for industry players and society. In the context
of digital and innovation there are two critical asks: proactively
drive and support innovation of regulatory requirements in a
way that drives value for industry players and consumers; and
foster cooperation amongst industry players and new entrants
to drive innovation in the way industry functions and designs its
solutions.
• Keep us safe. As society shifts to digital stores of value, their
safes will move from the physical to the virtual world. Protecting
money in the digital age is fundamental and policymakers will
have an even greater responsibility to ensure the necessary
investment and a continuous focus on the topic. Cryptocurrency
breaches highlight the vulnerability of digital currency.
Regulators will play a key role in ensuring safety and security
policies, as well as ensuring that frameworks are enhanced and
updated to continue to foster trust across the industry.
• Build your camps. The digital age is one of rapid change and
innovation—policymakers need to keep up. For the financial
services industry to take full advantage of the value that digital
can unlock, policymakers and regulators must evolve the
way they think and operate. Moving at today’s speed requires
partners that can provide skills, expertise and experience as and
when they are required. We therefore recommend that regulators
and policymakers establish what we call “camps” with industry
players, the start-up community, technology companies and
experts. This will ensure that they can flex and evolve at the
necessary speed to keep pace with innovation, technological
change and the constantly evolving consumer.
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• Rotate to the New. Regulators will require new skills and
knowledge to embrace innovation and collaborative
ways of working with industry bodies and corporates
in the digital age. Our recommendation is that industry
training evolve to reflect the increasing need and reliance
on digital technology and rapid innovation. It’s vital for all
stakeholders to understand that roles will change or disappear
as technology becomes ever more embedded, enabling or
replacing daily activities. As the focus shifts to the continuous
evolution of services designed around enabling outcomes, we
believe that the way stakeholders work and engage with each
other will shift to more integrated cross-functional teams that
deliver holistic outcome-driven solutions.
• Decouple from legacy. Regulators and policymakers play
a significant role in shaping and maintaining key industry
functions such as payments, securities and reporting.
However, we believe that regulators should take a more
proactive stance in identifying, shaping, testing and scaling
exponential technologies to reimagine those infrastructures
and systems, and to decouple them from the legacy systems
that are limiting industry players. By supporting the use of
exponential technologies to unlock value for industry, value
will ultimately be passed on to society and consumers.
• Foster safe innovation. Though sandbox environments have
been set up in the financial services sector, the impact on the
sector of creating these innovation-enabling environments
has been muted. Policymakers should be more assertive in
introducing simplified licence requirements for companies,
especially in the start-up phase, to drive the digital agenda.
This will allow start-ups to provide new innovative financial
services and products quicker in an appropriate regulatory
sandbox. We also recommend that a digital steering
committee that champions a transition to a digital industry be
established. This committee can support stakeholders in the
development of digital products and services, campaign for
appropriate policy changes and, ultimately, drive adoption.
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FINANCIAL INSTITUTIONS
Financial institutions need to develop new skills and capabilities to digitalise
their operations and launch new products that resonate with customers’
changing needs. To do so, they need to simultaneously drive the adoption
of digital strategies within the organisation and leverage partnerships with
fintechs and insurtechs.
Accenture's recommendations for corporates:
• Evolve your purpose and outcomes. There is little rationale to embark on a
digital transformation for the sake of “becoming digital”. Before embarking
on a digital journey, corporates need to clearly define the outcomes that
will have a significant impact in creating value. Better yet, we recommend
that they align behind a common purpose that leaves the world in a better
place and allows multiple stakeholders to align efforts and mindpower.
For example, don’t just build new digital savings experiences, create new
services that help people save and achieve their life goals.
• Structure a portfolio of digital innovation. Believing that only one form
of digital investment will yield optimal returns and reduce risk is the
equivalent of a portfolio manager placing all her eggs in one investment
basket. Embracing portfolio management theory, we recommend that
digital investment be made across a portfolio of opportunities, from those
digital investments related to transforming the core operations to those
looking to disrupt the core.
• Build camps. Financial services companies cannot take full advantage
of the value inherent in digital by working in isolation. To be successful
in an increasingly open world of innovation, corporates must establish
“camps” with an array of innovators in a broader ecosystem. This will foster
collaboration across different skillsets and allow partners to leverage
cross-industry knowledge to develop new products and services never
imagined possible.
• Rotate to the New. Responsible corporates need to acknowledge that
a significant portion of the existing workforce and traditional ways of
working will become redundant in an increasingly digital world. We
recommend that corporates take an active stance in rotating the skills,
ways of working and technology of the existing organisation to the ‘new’.
• Decouple from legacy. Incumbents are in a dilemma about their legacy
systems. They know they can’t survive with them in the long term, but
are also frightened of the investments, efforts and risks associated with
moving away from them. Corporates must realise that decoupling from
legacy is not just about cost; it’s about retaining competitiveness. While
they might survive from a cost perspective, they cannot compete with the
radically enhanced services competitors offer customers. Corporates can
now decouple from legacy in a more certain, agile, efficient and effective
way.
• Create the space to disrupt. Corporates need to stop believing that
disruption only happens to others. They must also realise that it is essential
to embrace disruption and create the space to disrupt, putting in place the
capabilities, structures, culture and ways of working that allow disruption
to take place within a large incumbent. If corporates don’t break their fear
of disrupting and even cannibalising their own business, somebody else
will. Disrupt or be disrupted—which do you want to be?
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INDUSTRY BODIES
Industry bodies should act as conduits to drive interaction between
corporates and policymakers. This will ensure the longevity of the
financial services industry. It will also help foster private-public
partnerships, creating maximum value for industry and society.
Accenture's recommendations for industry bodies:
• Increase transparency and trust. To increase the transparency
and trust in the industry, we recommend that industry bodies
do more in terms of linking corporates and policymakers.
This will enable valuable discussions that will lead to tangible
deliverables. Driving outcomes proactively will move the
dial for both the industry and consumers when it comes to
building trust and increasing transparency. An example where
industry bodies can make practical changes is in improving
product technical marketing minimums, specifically on product
features and costs. If industry bodies don’t take a harder stance
on industry players that fail to follow these best practices,
consumer trust will ultimately be lost.
• Foster change in skills. South Africa currently faces a
skills shortage, which will widen if it is not addressed. All
stakeholders have a responsibility to help plan, facilitate and
roll out training and upskilling programmes to tackle this
skills shortage. We recommend that industry bodies act as
an intermediary between policymakers and industry to drive
education and training that addresses gaps in technology skills
such as data science, data analytics and engineering. At the
same time, creative artisan skills are becoming increasingly
relevant as new approaches to design and development of
solutions are adopted. We see these competencies as some of
the new skillsets future employees will need to remain relevant
in the digital era and ensure job longevity.
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THE WAY
FORWARD
The adoption of digital technologies
creates significant potential for growth
in the financial services sector as well
as potential to positively impact society
and consumers. The Accenture and WEF
value-at-stake framework identifies six key
opportunities that can potentially create
R1.2 trillion in value for the industry, society
and consumers. These six opportunities
are: a shift to driving financial outcomes,
the creation of new platform businesses,
the introduction of peer-to-peer models,
the emergence of new channels, the move
to cashless societies, and new IT and
technologies.
We have provided a view of how to unlock
these opportunities but believe that there
are three additional imperatives that
financial institutions, regulators and
industry bodies must address:
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1

SHIFT IN MINDSET
Financial institutions, policymakers and industry bodies all have to
fundamentally shift their mindsets regarding digital—from seeing digital
as a threat to focussing on the opportunity it brings. This mindshift has
to happen across organisations, not just at leadership level. And it will
be necessary to not only ignite change, but generate the fuel to make it
sustainable.

2

THINK OF TRANSFORMATION AS A STATE
OF BEING AND NOT A DESTINATION
There is a common belief associated with digital and innovation that make
them appear to be a final destination rather than a new way of doing
things that is part of an ongoing journey. To unlock the true potential of
digital, financial sector organisations need to view change not as putting
in place new technologies or acquiring certain skills or capabilities, but as
a fundamental change in how things are done. In our view, this change is
critical.

3

BE BOLDER
The last imperative deals with the fact that realising the value from the
opportunities identified in this paper will require being bolder. This means
stepping out of comfort zones, taking risks, going further than proof of
concepts, pushing for new business models and markets, switching off
legacy, creating more attractive environments to attract younger talent and
infusing more diversity into the sector.

There are also a few questions still to be answered. How can we overcome skill and
culture barriers to unlock the full potential of digital? What will the impact of crossindustry convergence be? How will privacy and security threats impact adoption of digital?
How can infrastructure and access to data be improved? What is the overall impact that
macroeconomic trends will have and how can they be leveraged to maximise impact? How
can collaboration between financial institutions and fintechs be improved?
The answers to these questions are yet to be uncovered. Regardless of what they are, we
believe that it’s imperative that financial sector players act now to secure their future and
add value—the future of the financial services industry and its contribution to consumers
and society will largely depend on the extent and the speed with which the six opportunities
outlined in this document are seized.
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