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BANKS ONLY HAVE ONE OPTION TO SURVIVE DIGITAL DISRUPTION: LAUNCH A STANDALONE BETA BANK
- New book, Bye Bye Banks? (http://bit.ly/1LUHy26), provides an analysis of the forces shaping the future
of financial services
- Banking is being disrupted by new technology and start-ups
- New technologies will result in the most fundamental changes in the history of banking
- Huge spending by banks on digital transformation is not going far enough
- The retail banking sector must adapt or prepare to be disrupted
- Beta Banks are the solution
LONDON, UK, 06 JULY 2015: Banks are under threat from a growing number of tech startups and digital
companies who are working to capture market share from traditional players and they need to evolve
quickly in order to survive, according to new research announced today from digital innovation agency
Adaptive Lab (http://bit.ly/1INP0cr)
Based on this research, carried out for a new book called Bye Bye Banks? (http://bit.ly/1LUHy26) written
by James Haycock with technology reporter Shane Richmond, despite the fact that banks are spending
billions of pounds on digital transformation and innovation activities, changing the entrenched culture
within these organisations is very difficult. Bye Bye Banks? stems from extensive qualitative and
quantitative research from 110 senior managers, directors, C-Level executives, CEOs and Presidents within
the retail banking sector.
Many traditional industries (such as media, telco and travel), are already battling to cope with the
challenges thrown up by the arrival of tech start-ups that have ambitious founders, significant funding,
smaller and more nimble teams, less physical infrastructure that’s free of legacy, improved software
and entirely digital distribution.
Such start-up disruptors can be seen with the arrival of various connection platforms such as Uber that
uses an innovative software model to connect freelance drivers with users, AirBnB which created a
platform to bring together people with spare rooms with those who are looking for a place to stay, and
WhatsApp that now offers voice calls and a free way to speak to people around the world. This disruption
is also happening in the retail banking sector as changing legislation is opening the way for new
entrants.
Like incumbents in any sector, traditional banks find it difficult to keep pace with change, due to their
size and the fact that they still make considerable amounts of money. To explore new business models
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could cannibalise or compete with their existing one. They also find themselves hamstrung by legacy:
legacy technology, legacy processes and, often, legacy thinking.
Banking giants face a further challenge, with a very high cost of compliance making it hard to deliver
change at the rate of the new, agile entrants. Many in the industry feel that regulation protects them
from the tech startups though. That protective cushion might be slipping away, however, as governments
act to promote competition by changing regulation to encourage new offerings.
The authors, Adaptive Lab’s Managing Director James Haycock and Shane Richmond, former Technology
Editor at The Daily Telegraph, state: “It’s plain to see that a perfect storm of competition,
technology, shifts in customer behaviour and regulation looks set to wreak havoc on the businesses we
trust with our money… It is a matter of when, not if, banking is reinvented.”
Adaptive Lab believes that we could see the end of banks as we know them within the next two decades. Bye
Bye Banks? shows that banks are threatened “By a new generation of companies and leaders who have torn
the rulebook to pieces, adopting new technology, new working practices, and serving customers whose lives
are increasingly orientated around their mobile phones”.
The company has a bold solution for this: establish Beta Banks. Put simply, this would involve
establishing a standalone organisation with a separate leadership and HQ, what Adaptive Lab call
‘native leadership’, offering a fresh start and the opportunity to rethink from the ground up.
James Haycock, managing director, Adaptive Lab commented, “There is an increasing amount of
conversation about the arrival of tech startups competing with the traditional retail banking business
model which will clearly have the same impact of shortening corporate lifespan. If you step back from all
this chatter there is a three stage scenario that looks likely to play out. Firstly the incumbents will
get displaced by a better customer experience and price, second that their revenues will be diminished in
a market of higher switching frequency, before finally their core competency is challenged - in this case
the arrival of the blockchain will disintermediate the banks completely.”
Haycock continues, “In speaking to the numerous executives during the course of our research we believe
the obstacles banks face, legacy technology, culture and people, are too great for them to overcome from
within. Instead, they must reboot and create an autonomous organisation outside the bank itself,
something we call the Beta Bank.”
The survey of banking chief executives, senior executives, directors and managers underpinning the book
demonstrated that customers do not trust banks, and compliance challenges are taking up focus and
resources that could be deployed elsewhere. Outdated technology infrastructure is also a problem.
Meanwhile, consumer research, also commissioned by Adaptive Lab, found that more than one in four people
don’t use their bank’s mobile app because it has limited functionality and one in ten customers say
it is too complicated.
Anne Boden, CEO, Starling Bank comments, “What we are thinking is going to happen is that the model is
going to disaggregate. The existing banks won't be able to control it all forever. As well as challenger
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banks, you're going to have specialist challenger models”
Boden adds, "I think new entrants need to differentiate providing a very distinctive customer proposition
and experience. Doing the same as an existing bank doesn't really work. People are not switching banks at
present as they don't see anything different in the marketplace. There has to be something really
appealing in order to attract the customers."
Alessandro Hatami, Founder of Pacemakers and former Digital Payments and Innovation Director at Lloyds
explains, "A concern that the banks have is the arrival of big ecosystems that will replace them, so
Google, Facebook, Apple, etc. These are customer-based. The customers are already users of these
environments. If they start pushing financial services to their own customer bases, these ecosystems can
potentially take customers away from the banks."
KEY FINDINGS OF THE SURVEY OF 110 SENIOR BANKING EXECUTIVES:
** The retail banking industry have a good understanding of evolving customer needs (61%) however the
industry is not well prepared to cope with the technological challenges in the near future.
**Customers do not trust banks (60%)
** The greatest internal challenges facing banks today were:
Lack of agility in technology infrastructure (58% ),
Compliance taking up focus and resources (54%),
The inability to react to changing consumer needs (46%)
but overall compliance taking up focus and resources was ranked the most crucial challenge.
** Challenges in regulation and changing consumer behaviours were thought to be the most challenging
external factors that retail banks are facing.
**Existing digital players (like Facebook and Google) entering financial services are the biggest threat
to retail banks, followed closely by challenger banks and technology starts-up specialising in different
elements of the retail banking model.
Key findings of the consumer research:
** One in ten people say their bank’s mobile app is too complicated to use
** One in four people would prefer to go into their branch if they couldn’t do what they wanted on
their mobile banking app
** A better mobile banking app is more likely tfo attract younger customers
NB - to download a special additional free report from Adaptive Lab on the top five banks mobile banking
apps visit http://bit.ly/1xXaUUo (http://bit.ly/1xXaUUo)

Key conclusions of the Bye Bye Banks? book:
** Banking will be the next industry to be disrupted by new technology and start-ups
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** Banking cannot rely on incumbency to save it
** Banks must rethink their operating models, launching a new, standalone organisation with new
leadership.

Travers Clarke-Walker, CMO at Fiserv commented, "Internally it's a challenge for traditional banks,
because of the way they've grown up around regulation, around waterfall style of deployment, around
internal stakeholder management, around the necessary approval processes, not to mention length of
projects and managing expectations - all of this combines to create bit of a blocker to progress and
change."

The Beta Bank operating model for banking leaders to consider:
1. Define a purpose that inspires and attracts
2. Organise around customers rather than products
3. Appoint native leaders
4. Hire triple D people
5. Create a culture of experimentation and learning
6. Establish principles that inform decisions
7. Organise in small, multi-disciplinary teams
8. Design around modern working practices
9. Design technology and data that enables agility
10. Take a long term view

NOTES TO EDITORS
FROM TODAY, PEOPLE WILL BE ABLE TO PURCHASE BYE BYE BANKS? AT http://bit.ly/1LUHy26
(http://bit.ly/1LUHy26)
For further information please contact TDC PR:
Tim Duncan, tim@tdcpr.com , tel: +44 (0)7729 479166
Nim Haas, nim@tdcpr.com , tel: +44 (0)7799 407290

ABOUT JAMES HAYCOCK:
James Haycock is the founder and MD of Adaptive Lab, a pioneering digital products and services agency.
At Adaptive Lab he has grown a team of impressive and inspiring problem solvers and product builders and,
alongside them, works with forward looking leaders to tackle disruptive problems at some of the world’s
largest corporations across sectors including finance, telco, retail and media. Since founding Adaptive
Lab in 2009, James has become a regular commentator for trade and national press including The Sunday
Times, The Guardian, Global Banking and Finance Review and BBC Radio.

Page 4

ABOUT SHANE RICHMOND:
Shane Richmond is a technology journalist, freelance copywriter and consultant. He spent four years as
Technology Editor at The Telegraph and his writing has appeared in The Independent, Stuff and T3. He has
written ebooks about wearable technology and the Apple iPad. His corporate clients include HP, Canon,
Samsung, Intel and BT. His television and radio appearances include Sky's Jeff Randall Live, BBC
Newsnight, Radio Five Live and the World Service.

ADDITIONAL COMMENTATORS OPEN TO INTERVIEW/COMMENT:
- Anne Boden, CEO, Starling Bank
- Alessandro Hatami, Former Digital Payments and Innovation Director, Lloyds
- Lee Sankey, Former Group Design Director, Barclays
- Jason Bates, Chief Customer Officer, Mondo
- Tom Blomfield, CEO, Mondo (Previously founder of GoCardless)
- Nick Hungerford, Director and CEO, Nutmeg
- Shane Richmond, Co author of Bye Bye Banks?, Freelance copywriter and consultant
DETAILS OF RESEARCH AND METHODOLOGY:
The study undertaken was a qualitative and quantitative research from 110 senior managers/directors, C
Level executive, CEO/Presidents within the retail banking sector. Additionally the consumer research was
a combination of primary and secondary research; with that of qualitative and quantitative research from
a survey of over 400 nationally representative UK consumers.

ABOUT ADAPTIVE LAB:
Adaptive Lab are pioneering digital product and service specialists.
Accelerating change in technology and customer behaviour is transforming every sector of the economy.
With new competitors emerging virtually overnight, success is dependent on a company’s ability to
embrace disruption.
We partner with forward-looking leaders who recognise the imperative to rethink as the world around their
company changes. We help to transform their existing businesses and to develop new propositions by
deploying the smart-working methods of the world’s fastest growth tech startups.
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Our clients include Associated Press, Barclays, Barclaycard, Experian, Johnston Press, Tesco, Three
Mobile, and Vodafone.
Adaptive Lab Website URL: www.adaptivelab.com (http://bit.ly/1INP0cr)
**ENDS**
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