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1.0 Terms of reference

This report was requested by Christian Felices, the lecturer of the skills for workplace of level 4 part of the Problem Solving and Decision Making module at the University of Wales Trinity Saint David with the submission dead line of 8th of July 2022. Purpose of this report is to understanding the problem of Lloyds Group and decision making to possible solution to the problems.

2.0  Procedure

To create this report materials compiled from academic articles, books, journals, industrial papers, materials from class lecture and available notes in moodle.




































3.0 Introduction

This report is about Lloyds banking groups problem, how this impacting and detail analysis of causes and effects of this. From the article of Jasper Jolly it was reported that Lloyds Group closing another 60 branches across UK (Jolly, 2022, online). This has huge impact on stakeholders internally and externally. Recently their branches had less visitors due to the increase in online banking, also COVID pandemic did not help as most of the services was available online. In this situation Bank analyst said it was inevitable that less visited branches had to close as their profit margin fell significantly (Venkataramakrishnan. S, 2022, online). 

In this report Lloyds problem’s nature, scope and impact discussed. Also detail environmental  and SWOT analysis is discussed. From this analysis how the company can take strategic decision to solve the problem and improve their performance also detailed.


4.0 Main Findings

4.1 Nature, Scope and Impact of the problem

Nature 

Nature is what  the problem is, what is causing the problem? Also known as cause and effect. What are the causes and what are the affects?

Lloyds Banking Group controls Britain’s largest high street network, it includes Lloyds Bank, Halifax, Bank of Scotland, and more with 26 million customers and leading digital presence (Lloyds banking group, n.d.).

Lloyds said it had 18.6 million regular online banking customers and more than 15 million mobile app users across its brands – increases of 12% and 27% respectively over the past two years. Banking analysts said the closures of less visited branches were all but inevitable as their profitability continued to fall (Jolly J, 2022).

The pandemic accelerated the shift to digital banking by forcing many customers to use online apps for the first time (Jolly J, 2022).

All these causes were the result of increasing digital banking on a daily basis. So the nature of the problem has been identified as shifting to digital banking from traditional . It is one of the strategic problem for Lloyds group in the current situation.

Scope 

Scope is how wide is the problem is and who is affected by it. Scope is asking questions to who are affected directly and indirectly.

So in this scenario  internal scope and  external scope can be identified. 
 
Internal scope: 
Branch Closures - Lloyds Banking Group is closing another 60 branches across the UK. 24 branches of Lloyds Bank, 19 Bank of Scotland and 17 from the Halifax, resulting in the group cutting more than 150 from its network since June 2021 (Jolly J, 2022).
Employees - 124 of the bank’s worker are affected according to Unite, the union representing the banks’ workers. 

Customers – Customers will have to accommodate to this change.  
 
Stake holders – are affected hugely as they will lose capital (Riley J, 2018).
 
External Scope – Local community, Indirect investors, Suppliers and many more.
 

Impact 

Impact is how  they are affected, in other words it’s the ultimate effect of the problem. 

In scope it was visible who were affected, now in impact it will be visible how they are affected.

Branch Closures –  Affect their reputation, also the landlords faces difficulties.
 
Employees - Lose jobs which hampers their career development and face financial turmoil.

Customers - Elderly customers are forced to learn digital banking. Some of them don’t find it even trustworthy giving information online.  Customers live in remote area may not have access to online, so need to travel long distance for banking (Unite the union, 2022).
 
Stake holders- Lose trust and withdraw capital to find safer investment.

Local Community - Local Community who largely depend on bank services get affected.  
 
Small Businesses –  Need to change their daily operations due to no bank facility.

Suppliers – Some business supply to the bank need to look for business elsewhere.


4.2 PESTLE analysis

PESTLE analysis investigates the main external factors (political, economic, sociological, technical, legal, environmental) that affect an organization. In context to this report, the PESTLE (Basu, 2004, p98) criteria is focussed on Lloyds issues which policy makers should address in order to make strategic decision.

Political Factors: 

Political factors play a significant role in determining the factors that can impact Lloyds Banking Group. Brexit plays significant role for the future of Lloyds bank. As the bank started to face shortage of highly qualified employee due to immigration difficulty. Also customers living in certain EU countries, will not be able to access some services after 31st December 2020 (lloydsbank.com, nd, online).As Gordon brown supposed to provide a better solution for troubled HBOS through takeover by Lloyds, but it turns out threatening to bring down the Lloyds banking group (Britain: Thanks Gordon; Lloyds Banking Group, 2009, p56).

The timing of the sale of Lloyds shares can still be difficult. Deutsche Bank analyst Jason Napier believes that bank stock prices can still rise significantly, especially if a significant portion of profits are allowed to be distributed in the form of dividends still it can be criticized for selling too soon (The Economist, 2013,p 61.).

Economic Factors:  

Banks is struggling significantly to reduce operating costs and these results have announced changes in accounting methods. This year's operating expenses are expected to be £ 8.8bn, compared to last year's £ 7.6bn in 2021 due to old processing. The fundamental change is that Lloyds will include all exceptional costs in its operational lines, except those resulting from mergers and acquisitions (JH, 2022, p44). Deutsche Bank estimates that the branches Lloyds are trying to sell generate about 200 million pre-tax profits annually  (UK retail banking, 2013, online). SMEs will be forced to switch to digital banking, such as digital payment gateways, when local branches are closed, it increases costs.

Social Factors:  

Rapid technological advances and demographic and lifestyle changes have replaced traditional branch banking with electronic banking (e-banking) and more recently mobile banking (Bhatt, 2016, p22). So there is a chance that elderly and rural area where there is not enough facility of online service customers will move to their competitors. Because of this local community may face difficulty. Elderly customers  living far away from local branch and limited internet access now forced to adopt digital banking system (Grossman, 2018,)

Technological Factors:  

In the post pandemic environment to keep up with the competitors it is very important to stay ahead with the technology. For example in the Lloyds API Lab, banks work with clients to create a client priority list. They are particularly proud of the API developed by the bank in collaboration with one of its corporate clients, online automotive finance startup BlueMotor Finance. The API uses Faster Payment system to provide immediate credit to Blue Motor customers (SAIGAL, 2019).

By achieving high technological platform they can provide better service and regain customers. So the customers who already shifted to online banking will have more trust and better chance to be with the bank for long term basis.

Legal Factors: 

Due to Brexit and post pandemic situation lot of legal changes took place. Also with sophisticated technology it is more likely that the fraudulent can happen more often as the technology is fairly new. As the contactless payments for everything, the pandemic has shifted much of the financial world to digital. The downside is that these new and different processes create a rich environment for cyber thieves and scammers to become more sophisticated and creative every day (CURRIE, 2022, p37). So the bank need to invest more into the legal department to ensure no more legal issues in the bank. Also Lloyd need to pay redundancy fees because of job losses due to branch closures.

Environmental Factors: 

Branch visits still have not returned to pre-pandemic, a trend reflected industry-wide. (WILMES, 2022, p22). So there is chance that less staff and customers are travelling to the bank. It can make the environment less polluted. 

4.3 SWOT analysis and Conversion strategies

Lloyds Bank is a UK retail and corporate banking provider. Sufficient capital and high asset are its main strengths but there may be concerns about cost efficiency and other loss of earnings. It’s SWOT analysis are as below (Lloyds Bank plc : Company Profile and SWOT Analysis, 2017):

Strengths
· Variety of products and services 
· Substantial amount of assets and equity 
· Largest high street branches and distribution network 
Weaknesses
· Decrease in customer account 
· Stakeholder withdrawing investment
· Growing debts 
Opportunities 
· Growth of e-commerce and m- commerce 
· Rising population in the UK Strategic initiatives 
Threats
· Changing regulations and legal challenges
· Interest rates 
· Foreign exchange vulnerability

Conversion Strategies

	
	Opportunity
	Threats

	Strengths
(Internal Positive)
	Strength-Opportunity strategies
· Rapid growth of online presence can gain market share
· Gaining more customers by recovering their reputation and effective service
	  Strength- Threats strategies
· With the variety of services need to ensure they are in line with the legal procedure
· Having strong capital presence can offset the interest rate and foreign exchange short fall

	Weaknesses
(Internal Negative)
	Weakness-Opportunity strategies
· By improving e-commerce and m-commerce they can gain more customer base
· As the population is rising, they can have more customer base which leads to more investment in the bank.

	Weakness- Threats strategies
· As they have are losing customers, so it will be easier to maintain legal requirements




4.4 Decision Making Matrix

The decision making matrix is ​​a tool for evaluating and selecting the best option from a variety of possibilities. This tool is especially useful when deciding from multiple options, and need to consider multiple factors to make the final decision.

	Criteria
	Wieghing
	Solutions

	
	How Important(1-4)
	By improving e-commerce and m-commerce they can gain more customer base

	With the variety of services need to ensure they are in line with the legal procedure

	Gaining more customers accounts by recovering their reputation and effective service
	Having strong capital presence can offset the interest rate and foreign exchange short fall

	Time
	3
	1
	2
	3
	1

	Cost
	4
	4
	1
	1
	2

	Resource
	2
	2
	3
	4
	3

	Impact
	1
	3
	4
	2
	4

	
	
	
	
	
	

	Totals 
	
	26
	20
	23
	21



So from the decision matrix it is visible that with the current scenario in Lloyds bank they need to improve their online and mobile banking system. This includes training to their staff as well as customers specially elderly. They need to make sure they gain full trust to their existing customers and make them feel safe to do banking in e-commerce and m-commerce.

4.5 Monitoring, Reviewing and Communicating the Decision


	Decision implemented: Improving e-commerce and m-commerce


	Monitoring the decision:

	Resources: The bank need high skilled technical team, capital, IT materials and manpower to implement this.


	Key Indicators: They can review on skilled and knowledgeable staff who can convince and train customers with the online and mobile banking system. This will make customers feel safe and eventually they will gain more market share. This will indicate their performance.


	Targets: Lloyd Bank should implement this within next six months.


	Data Sources: They need to review market share by conducting proper research. This will help them to realise how much they have achieved from their goal. It can demonstrate unforeseen situation that can motivate them to revise the strategy.


	Reviewing the decision:

	In order to review the decision if they look for the answers of the following questions it will give enough information to evaluate:
· Does the plan shows a clear vision?
·  Are there goals and unambiguous, measurable objectives?
· Are there indicators for each action that can be measured to assess performance?
· Is the plan was developed with sufficient internal or external engagement?
· Does the plan identify an internal or/and external Leader who will help to drive the implementation of the plan?



	Communicating the Decision:

	Internal Stakeholders
Employee, staff, investors and others who are directly involved in the daily operation needs to have a clear understanding on the decision. Because with their proper execution the decision can create positive impact on their performance.  


	External Stakeholders
Local community, indirect investors and others need to know the decision. So they can have the trust on the Bank. They will also keep contributing towards the bank and vice versa.
 




5.0 Conclusion

[bookmark: _GoBack]Lloyds Banking group going through a financial trouble for now, but it was evident that they have the potentiality to recover the loss it incurs in this situation. Unfortunately they had loss on reputation and some internal and external stake holders are affected which will be difficult to recover in short time. By the PESTLE and SWOT analysis it is observed that by doing proper analysis, their problem have few potential solutions which can help to recover the loss its experiencing last few months. They need to implement the recommendation in the given time to see their improved performance. 
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