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Development of Integrated Systems

This appendix discusses the process and the problems experienced during the research, development and implementation of the systems, processes and methodologies for the management of assets and liabilities over time.  

To develop systems, processes and methodologies for the management of total financial assets and total financial needs over time you need to integrate the management of assets with the management of liabilities, a process that is not managed within conventional financial business and service processes. 

Because such solutions relate to the universe of the management of assets and the management of liabilities over time, the fundamental nature of this relationship has implications not just for client service, business process and asset management relationships but the entire structure in which these business and service process components interact.       

In order to understand the system and solution development timeline you need to understand the subtle differences between tools, software, systems and frameworks and, to understand the solution development and application process, the natural problems that stand in the way of such a process.  

Tools, software, systems, frameworks
The difference between a tool, a system, a piece of software and a framework is important.  
Change within an existing process

Most solutions are often simple additions to existing systems and frameworks.  For example, car manufacturers may introduce new processes into their plants.  These may make an existing component more efficient or may to add something new to a process.  What is important here is that not only are the existing components already integrated but the new component is too.  This is change within an existing process. 

What makes Total Asset Management systems different is that it is introducing a new method of integrating the business and service process components as well as a necessary engine to facilitate this integration.

Non-integrated solutions

A lot of solutions are effected outside of an integrated process or framework.  For example, a hand tool for dealing with a tricky piece of carpentry is a tool.  Similarly wealth forecasting software where you plug in the client’s existing assets and their retirement objectives is a tool.  You need only look at all the school fees planning tools, retirement planning tools, estate planning tools, wealth forecasting tools, portfolio distribution tools, portfolio risk, valuation and allocation tools to appreciate this.

One of the reasons for the existence of non integrated systems within financial services is the lack of a direct relationship between the management of assets and the management of liabilities.    

When is a tool not a tool?

A tool is not a tool when it is integrated within a system.  Today’s financial services firms will often end up with a wide range of software.  The big question is how to integrate all these components to reflect the business and service process.  In fact, there are many people calling their software, systems, whereas in fact they only perform one part of the process.  

The only way you can integrate is by ensuring that all components operate in the same universe.

The importance of frameworks

Without their being an actual relationship between all areas of the business process there can be no effective integration of all solutions and tools.  

A framework is a map of the natural relationships of the business and service process.  The framework represents the key points in the process requiring processing and relational data management and execution.  A framework allows all pieces of software and individual tools or components to be integrated into a whole.

Without a framework it is impossible to integrate the business and service process into one efficient whole.

Without the integration of the management of assets and the management of liabilities, the financial services industry is without a natural physical framework for the integration of all business, service and software components. 

Liability Management Frameworks

The management of assets within a liability management framework provides a system that integrates the management of assets with the management of liabilities and thus enables the integration of all aspects of the financial services business and service process.  It is therefore a platform into which every component of the business process can be integrated.  
Investment planning and asset management systems are divided into three components.

· The central investment services component, which is specific to the way an organisation manages its assets and how it relates its asset management to the management of liabilities.

· The engine which analyses, models and constructs and manages in accordance with decision rules input by the organisation.

· The investment planning and management interface.  The investment planning and management interface is dependent on how the organisation manages allocation and the degree to which it personalises the construction, planning & management of assets to meet individual lifetime needs.

Organisations already have internal systems that deal with a large element of what would comprise an investment planning & asset management system.  There is no point in changing the way an entire organisation works, when all that is needed is to change the way it is integrated to deliver the service.

The challenge for the organisation is to integrate their existing systems and processes within a liability management framework.  

Total Asset Management software and the market place

Most software can be sold with limited further input from the vendor.  Total Asset Management systems cannot be sold on this basis.  Organisations need the expertise to operate and manage them.    

solution & System development process
What is a problem?  A problem is either a new situation that has never been experienced and to which no standard solution has been developed, or a problem to which an existing solution is incorrect.  In maths we know that 2+2=4, but in the real world where relationships cannot easily be defined in straightforward mathematically terminology we can have situations where 2+2=9, 10 divided by 11 = 93 and 4x3 = 1.

In order to be able to develop a solution you first of all have to experience awareness of a problem.  

Likewise in order to be interested in a solution you need to have experienced a similar problem. 

You therefore have to be able to understand the problem and break it down into its key components.  

Likewise, if you are to accept and fully understand solution you also need understand the problem and its components.  The more complex the problem, the more important this process is. 
You then need to be able to solve the problem and finally apply the solution to the problem.

In order to accept the solution you need to be able to understand its application.  Simple problems and simple solutions are not an issue, but complex problems and complex issues are.  
When you solve the problem and apply the solution to the problem, you often find that the framework in which the old solution was delivered is no longer applicable.  The need for a new framework becomes the next problem. 
Where assets and liabilities are not being managed within one framework, a solution which incorporates the two will demand a new operational framework.  To some this problem is often viewed as the result of an incorrect solution than a consequence of a correct one.
You therefore need to reassess the overall process and relate the solution to the fundamental process.  This is one of the reasons why new technology does not always translate immediately into higher productivity and why simple “tools” cannot be used by those without an appreciation of the problem.  

Problems often occur because the original framework or solution is inappropriate and as such you need more than just a tool to solve the problem.   

When you start to adjust the framework, you find new problems that need to be solved to allow the solution to function efficiently within the new universe.   

Software may well elevate the quality of the solution, but if it only deals with 75% of the process, you are left with an elevated problem.  The objective is to enhance productivity; enhancing quality for a given fixed cost represents an increase in productivity, enhancing quality for a corresponding increase in cost does not. 

You then need to go through the whole process again and, again, until finally the new universe is fully formed, defined and managed.  The time frame for this process is determined by the time and the resources available to solve the problem and the conflicts that appear throughout the development process. 

TAMRIS has gone through the full evolutionary process.

While there will always be issues with regard to the ongoing development of business and service processes, TAMRIS has covered, experienced and addressed the major issues involved in the integration of asset and liability management.  
problems in “relational framework” system development

In order to fully understand the process, you need to understand the problems related to the process itself.  Change is not without impediment.  

Problem 1 – Understand the problem

The first is obvious.  You need to understand the problem, research and develop solutions and apply the solution in practise.  This means time spent at all levels of the development process.    

Even when you have found a solution, applied it and demonstrated it, others need to understand the problem that you have solved.  This is particularly important where a new way process is being introduced.  

Problem 2 – The universe is related

If you are the first to develop an area, you do not start off with all the expertise needed to solve the whole problem, since you are only aware of the problem within the old universe.  As such, many of the problems you will face in redefining a process are not immediately evident.  

This also means that you will not develop all the expertise needed to solve the problem until you have created the boundaries of the new universe and defined the problems and solved the relationships within it.   

This is also a reason why new technology does not immediately reap the rewards it should; new problems are created which are not immediately obvious and which require solutions and expertise. 

You do of course need the ability to see the new universe, understand it and comprehend the problems that need to be solved to manage the universe.    

Problem 3 – The new universe problem

The third problem is less obvious.  Once you have developed a new framework demanded by the new solution, you may have created a universe in which no-one currently operates.  This means no-one fully understands the problems or appreciates the solution.   

While there is often little understanding of the original universe, traditional practises have been established over long periods of time and are therefore tacitly accepted.    

You have therefore solved problems which are not perceived to exist.  For example, within the financial services industry assets are managed but liabilities are not.  Liability risk is not a risk within a mean variance optimisation universe, but it is a risk in the asset and liability management universe.     

People can only accept the new universe if you are able to translate the achievement of their objectives within the new universe and disprove the validity and efficiency of the existing universe in doing the same.

While the universe of soap is relatively simple, the universe of the management of assets and liabilities over time is not. 

In a universe bordered by assets, liabilities and time, each and every component has multiple relationships with each of the other components.  If you change one relationship, you find that all the other relationships are affected.  Understanding universal relationships allow you to solve and simply the universe and to manage the problems you set out to solve.  But to the uninitiated, these solutions at first sight appear to be increasing the complexity of the problem, not simplifying it.  In reality these problems already existed but could not be solved by the original framework.  

Consider the invention of a round wheel and brakes in a universe of square wheels in which the need for brakes is not immediately obvious.   

Problem 4 – Tools and traditional solutions

The fourth problem of defining a complex solution and referring to it as a system is that it is difficult to fully comprehend the meaning of a system as a relational framework for the management of all the components of a given universe.  

Systems are mistakenly considered tools for the reason that most solutions to problems are limited to problems residing strictly within the original universe.  

These “solutions” are often aimed at simplifying or automating an existing process and are often referred to as tools.  Tools are effectively solutions without breaks or, systems without a relational universe.   

When people criticise tools they are in fact criticising the limitations of solutions to only one aspect of a universe.  While tools may often enhance the solution to a given area they also create problems in others.  Quite often no actual net value is added to a service or business process through the use and addition of tools.  

When developing a universal solution, the addition of components should reduce time and costs.  In one sense, the time or cost component of the whole should always be less than the sum of its parts, while the quality of the output should always be greater than the sum of its parts.  This is the mark of a true system and a universal solution.  

TAMRIS has not developed tools, it has developed relational systems for the management of a universe bordered by assets and liabilities over time.  This new universe has the same components as the original, but in the original the natural relationships were neither defined nor integrated.

Alternatively, some organisations are just looking for tools, unaware of the position of their respective component within the relational universe.   Such organisations have organisational issues and contradictory business objectives which need to be resolved if a solution is to be applied. 

Problem 5 – Grey areas and structural barriers to change 

Some of the biggest barriers to change exist because of the structural pathways that have developed or not developed due to ignorance of the natural physical relationships of the universe. 

The universe of wealth management is bordered by assets, liabilities and time.  Traditional solutions are decentralised with few people capable of seeing and understanding the integrated solution; the requirements of asset management, of liability management and the integration of the two.  

For example, while liabilities are personal and, there is no relationship between one person’s liability profile and another, the relationship between liabilities and assets is linear and universally homogenous. This means from one set of decision rules you can personalise all portfolios to individual financial needs.  

Because of the ignorance of the universe, asset management, which exists in risk return space, has not been directly related to liabilities.  This has prevented the integration of the business and service processes.   

Without a link between assets and liabilities, the management of assets and, the expertise that lies behind the management of assets has been separated from the planning and management of liabilities.  

Speak to an asset manager about the management of lifetime financial needs and they will utter the words financial planning.  Yet, the management of lifetime financial needs cannot be effected without asset management.  Financial planners do not have the expertise to structure portfolios, or manage them, so they delegate this responsibility to software or tools that deliver portfolio solutions.    

Why are organisations that have vast investment resources and expertise delivering low grade solutions through their financial advisory departments?

The reason is the existence of the grey area between asset management and liability management.  Who is ultimately responsible for the entire business and service process, if the process and the thinking behind the process are not themselves related?

Grey areas are points where no formal discipline or rationale, or relationship exists.  In this the grey area represents a formidable barrier to the development of asset and liability management.  However, until you cross this barrier, the development of the necessary neural and structural networks is just not going to happen.  

The importance of grey areas is critical when you have systems and solutions that cross these boundaries and challenge the defined areas of responsibility.  Hence the natural conflicts in the development of integrated solutions, especially in the early phases.  
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