M Industry
Insurance

M Business Issue

The Standard Life Assurance
Company of Canada required the
ability to determine what retire-
ment, investment and insurance
products were profitable and
which were not, to support invest-
ment decisions and track product
costs and profitability over time.

H Solution
SAS® Activity-Based Management

H Benefits

Standard Life knows which
products to focus on and direct
investment toward and can
calculate a product’s efficiency
and improvement over time.

HSas

CUSTOMER STORY

Standard Life claims greater
costing and profitability
insight with SAS®

In the highly competitive financial services industry in Canada, having a more robust
management expense assignment system is key. Any tool that can give insight not only
into which product is most or least profitable, but also where more investment may be
required over time, is considered crucial to doing business.

Eric Campbell, Manager, and Sandra Denis, Consultant, Financial Strategy and Planning at Standard Life

“SAS® Activity-Based Management
software gives us a sense of which
products we should focus on and which
ones we should focus less on,” says
Eric Campbell, Manager, Financial Strat-
egy and Planning, The Standard Life
Assurance Company of Canada.
“Further, we can calculate a product’s
efficiency and improvement over time.”

The movement to better match product
pricing with actual costs began in the
1990s, when Standard Life moved from
traditional cost accounting (TCA)
methods to becoming what was widely
considered a financial institution leader
in activity-based costing (ABC). It was
at the time considered a great advance-
ment to the better understanding of its
indirect costs (overhead).

As part of the process of its parent
company becoming publicly listed in
2006, Standard Life needed to enhance
the system it had been using. “We

had to have software that was quicker
and more robust. Given the size of our
company, we wanted to ensure we
minimized risk,” says Campbell.

Standard Life opted for SAS Activity-
Based Management, an analytic
application that models business
processes to determine cost, profitabil-
ity and the drivers that help organiza-
tions make informed decisions that
streamline operations, deliver revenue
growth and reduce costs across the
organization.

Specifically, Standard Life uses SAS

at a product level in its three lines of
businesses (group savings and
retirement, group insurance and retail)
to perform profitability analysis and to
assign human resources, information
technology (IT) and finance costs. Each
of the costs is assigned to different
products, from which a productivity ratio
is calculated.

It's a complex process. A typical product
at Standard Life has in excess of 100 ac-
tivities that could influence its final cost,
with activities defined as anything from
direct costs, such as the labor involved
in a contribution to a group pension plan
from a participant, to indirect costs such
as the executive team.

“Given that we know how much our
products can support in terms of
expenses, then we know which product
is deemed too expensive at current vol-
ume levels and pricing,” says Campbell.
“Employees are the biggest part of your
expenses, so it will highlight any product
that is costing more than you expect
and allow you to drill down and question
why, and maybe move to areas that are
more profitable.”

According to Campbell, SAS Activity-
Based Management has become an
indispensable tool to assist its execu-
tives in other ways as well, such as
calculating new business contribution.

In the financial services industry, any
new product starts as a project whereby
money is put aside for a product launch.
But for an executive team to decide
what strategies to adopt and what



“SAS Activity-Based Management software gives us a sense of which products we

should focus on, and which ones we should focus less on. Further, we are able to

calculate a product’s efficiency and improvement over time.”

Eric Campbell
Manager, Financial Strategy and Planning

products they want to further invest in,
using just a general ledger is simply
inadequate.

Using SAS, however, Standard Life can
measure the evolution of a product as
the years go by. “The productivity ratio
will improve over time,” says Camp-
bell. “When we launched our mutual
funds, for example, we invested a lot of
money in our sales effort and marketing
campaigns, but our productivity ratio
improved as sales volume increased.”

SAS Institute Inc. World Headquarters

Another key requirement is the ability to
report expenses by lines of business to
regulators, as required by the Office of
the Superintendent for Financial Institu-
tions Canada. “When we changed over
to SAS Activity-Based Management, we
had a list of all the annual reporting re-
quirements that we needed. Our system
was built with that in mind,” says Sandra
Denis, Consultant, Financial Strategy and
Planning at Standard Life.
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To contact your local SAS office, please visit: www.sas.com/offices

According to Denis, Standard Life had
just purchased SAS, so the timing was
good. The new reporting requirements
took only six months to add, thanks also
to the help provided by SAS Consulting®
services. “Using SAS, we were able to
build it in such a way that we meet all
reporting requirements versus having

to interface with other software,” says
Denis. “That is why it's so efficient.”
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The results illustrated in this article are specific to the particular situations, business models, data input, and computing environments described herein. Each SAS customer’s experience is
unique based on business and technical variables and all statements must be considered non-typical. Actual savings, results, and performance characteristics will vary depending on individual
customer configurations and conditions. SAS does not guarantee or represent that every customer will achieve similar results. The only warranties for SAS products and services are those that
are set forth in the express warranty statements in the written agreement for such products and services. Nothing herein should be construed as constituting an additional warranty. Customers
have shared their successes with SAS as part of an agreed-upon contractual exchange or project success summarization following a successful implementation of SAS software.



