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Benefiting From
Advisor 2020
What do you imagine when you think about the future — smarter technologies? Changing cultures? Disturbing trends? Exciting opportunities?
Or more of the same things that we all see today?
When it comes to our work and careers, it’s easy to assume that the familiar patterns of today
will continue right into the future. But they won’t.
Many of our comfortable activities and assumptions will need to change. Major trends are
already in play, rolling along and carrying our lives and careers with them. But it’s natural to
view life through the rearview mirror, expecting tomorrow to look just like yesterday, where
things are familiar and comfortable.
That’s why we need “futures research” — to help us see around corners, to better recognize the
many changes and opportunities coming at us.
Advisor 2020 will help you see around the corners and into your future. Its research findings
open the door for you to work effectively on your practice and not simply in it. The insights and
opportunities we present here will give you confidence — and a solid foundation of research —
to plan for your business future.
Opportunity is the operative word for Advisor 2020, and we use it frequently throughout the
book. We like it more than the word risk because advisors are optimistic and opportunistic by
nature. Advisor 2020 will not disappoint you. Its broad range of trends and forecasts will help
you picture and plan for your practice at the end of this decade.
Your answer to a single question now will reveal how much opportunity versus risk you are
likely to see in the pages that follow. That question is:
To what extent is your practice purpose centered versus comfort centered?1
If your practice is largely comfort centered, then as the future comes rolling at us — and it
is doing exactly that — you will be tempted to focus on the rearview mirror, on what you’ve
known before, on what you’re comfortable with.

1

 obert W. Quinn and Robert E. Quinn, Lift: Becoming a Positive Force in Any Situation (San Francisco: Berrett-Koehler Publishers, June 1,
R
2009).
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But our world is shifting in such profound ways that the comfortable choice will no longer be
an option if you want your practice to grow — or even to hold its own. Focus instead on the
purpose of your work and on the skills, information, and partners who can help you master the
opportunities that are emerging.
In today’s changing marketplace, people want a financial partner they can trust to help them
achieve their goals — and their goals are not to simply buy products and services. The 2007–09
recession— commonly known as the Great Recession — has changed America’s mind-set, and
people are focused more than ever on investing their dollars to achieve specific, meaningful
outcomes in their lives. They want customized solutions that are simple, fast, and secure. Are
you prepared to evolve into the faster, more flexible, and more value-laden professional that the
world of 2020 will require?
If your practice is comfort centered and you just want to sell products and manage assets, you
will have little to offer today’s emerging markets. But if your practice is purpose centered, there
are real and growing needs for the expertise, and the outcomes, that you can bring to tomorrow’s consumers. To serve these new markets, however, you will have to do business differently
and offer more value than you ever have before.
The GAMA Foundation for Education and Research invested in two research studies — conducted separately and simultaneously — to ensure that Advisor 2020 provides you with the
richest and most comprehensive set of findings possible:
The first research study, The Market of the Future, examined major trends
— economic, demographic, and sociological — that will transform what
your clients expect. Conducted by Change Management Solutions, it provides a bottom-up perspective by looking at how changes in client needs
will influence the types of products and services they’ll expect. The
research follows these changes up the supply chain to the insurance and financial services
industry and specifically to your profession and career. This study paid particular attention to where the money is in our society, where it’s going, and where client opportunities
and needs are either developing or not being met. It also identifies areas where strategic
partnerships could help you move into new markets or better address client needs. These
research findings are based primarily on quantitative data and trends.
The icon above will be used throughout Study One to highlight your practice’s evolving
client markets, the products and services that will provide these markets value, and the
types of partnership opportunities that emerged from this research.
The second research study, The Advisor of the Future, examined emerging
challenges and opportunities from a cultural and environmental perspective. Conducted jointly by Signature i, LLC, and Trend Spot Consulting, it
provides an outside-in perspective by looking at major trends driving
change in our culture and how these trends can impact our industry and
your practice. This study paid particular attention to how your network and team, your
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skills and capabilities, and your business practice may be expected to change over the
next several years. These research findings are based primarily on qualitative data and
trends.
The second icon above will be used throughout Study Two to highlight your career
development, the capabilities you’ll need for a successful practice, and the business development opportunities that are most attractive for your future.
Understanding the forces examined in these two studies will inspire you to think about your
practice differently. The findings will very likely:
||
Disturb you
||
Spark new ideas about your practice and career
||
Inspire creative thinking about the work you do and the value it provides
||
Help you consider where you can best grow and excel in the coming years
Together these two studies provide a rich source of insights, trends, and provocative forecasts.
We have also included some simple planning questions and resources to start you down the
path to your preferred business future. We hope, of course, that you won’t stop at these first
steps.
Advisor 2020 is based on the same research and trends as Firm 2020 (published in 2013) and
was developed by the GAMA Foundation as a resource for your professional growth and development. It was sponsored by NAIFA (the National Association of Insurance and Financial
Advisors) to ensure that you have the knowledge and insight to create your own business future.
The forecasts and opportunities presented in Advisor 2020 are valuable and exciting — and
probably not what you expect. But its greatest value will be found in the new insights you gain
into your own particular future, your greater ability to plan for that future, and the decisions
you make to meet the future on your terms.
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ST UDY

The Market of
the Future
Introduction to Study One

To thrive in 2020 and thereafter, it’s important to understand the market
forces now under way in our economy — and the financial forces that will
affect your future clients and their needs. This will put you in the best
position to decide on the right goals and development plans for your
practice.
Whether you decide to stay the course, adjust your direction, or dramatically shift your practice and your skills, this research will almost certainly
present opportunities you had not previously considered.
Study One includes the following:
||
A quick look at how we got where we are — the transformative changes that hit
household economics in the late 20th century — plus a look at the even greater
changes that are already under way today
||
Four future business scenarios for four different markets, giving you insights into
how your clients may begin to look very different in the years ahead
||
The three most important market drivers that provide the best opportunity to hold
your own in the marketplace, or better yet, to grow in it (this section helps you
understand the forces in play behind the future scenarios)
||
A look at some of the professional opportunities that will result from these changes,
and how this will influence the skills, training, and experience needed to best serve
your clients in the coming years
||
Debrief and strategy questions for each market driver so you can quickly identify the
main takeaways for your practice
||
Additional drill-down information for those who want to dig deeper into the background data and trends

STU DY ONE: THE MARKET OF THE FUTURE

5

At the conclusion of Study One, you will be able to identify the market that is your likely sweet
spot in the coming years, as well as the opportunities that are most appealing to you regarding
where you would like to take your career.
You will then be well positioned to explore the six change drivers that will most dramatically
impact your individual practice, as presented in Study Two.
But first, take a look at the following checklist of forecasts from Study One. Are you prepared to
address these changes today?
CHECKLIST FOR

The Market of the Future
Below are 18 thought-provoking forecasts from Advisor 2020’s Study One, The Market of the
Future. Use this checklist to evaluate how well you are prepared today to address the business
markets and clients of 2020.

18 Market and Client Forecasts

6

1.

People’s expectations for retirement planning are
changing. Advisors in 2020 will be expected to focus on
comprehensive and holistic quality-of-life outcomes for
their clients — not just planning and saving.

2.

The growing globalization of the U.S. workforce will
begin to undermine professional restrictions that
prevent U.S. practitioners from serving clients who are
abroad.

3.

The commoditization of insurance products and their
pricing will not only continue but accelerate.

4.

Regulations aside, the generational and economic
changes under way in the United States will compel
the industry to shift its compensation model from
commissions to fees.

ADVISOR 2020

Are You Prepared Today?
NO

YES, Here’s How

Are You Prepared Today?

18 Market and Client Forecasts

NO

5.

To follow the wealth, agents and advisors must follow
the Baby Boomers into their retirement years and
provide them with value in new and different ways.

6.

“Entrepreneurial Boomers” interested in creating encore
(retirement) careers represent an untapped market.
They need products that offer transition income and
start-up capital.

7.

Expertise is needed to manage the decumulation of
assets over a 20- to 30-year retirement. Advisors must
develop and provide this expertise or be supplanted by
those who will.

8.

Affluent seniors will seek lifestyle planning and
retirement management services, not simply asset
management. Increases in the number of Americans
retiring abroad will “globalize” even retirement
planning.

9.

The skills gap in the United States could result in more
paraprofessionals working in support and specialist
roles, which may work against commission-based
compensation practices.

YES, Here’s How

10. Changes that will make the industry more attractive
to older professionals are likely to also make it more
attractive to women and younger generations.

11. To prevent the advisor ranks from shrinking to match
the smaller size of Generation X, advisors must
significantly expand their presence in the middle market
and accept lower asset levels for sustained volume.
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18 Market and Client Forecasts
12. Advisors and agents will benefit from getting involved
in financial education to reach new clients in small
businesses and the middle market.

13. Middle-market households may view savings as a
reduction in current income rather than as deferred
consumption.

14. Advisors in the middle market should be prepared to
sell products inside of tax-deferred savings plans, to
compete against those plans, or to focus on households
that do not currently receive employee benefits.

15. Balancing the federal budget will take priority over
encouraging savings through pre-tax savings accounts.
In the future, advisors and agents will not be able to
rely on pre-tax savings accounts as much for converting
new clients.
16. Less financially experienced households are more often
targets for fraud. Advisors and agents will want to
distinguish themselves and their practices in the public
eye so they are not regarded as suspect.

17. Advisors and agents will benefit from new kinds of
partnerships not directly associated with the finance
and insurance industries. Look to build relationships
with nonprofits, colleges and universities, and other
groups that address financial literacy and the social
costs of aging.
18. Well-compensated professionals working for small
businesses will become as important to new-business
development as their employers are today. Consider
professional associations, community organizations,
and other peer relationships for access.

8
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Are You Prepared Today?
NO

YES, Here’s How

Transformative Change —
Past and Future
To understand the trends and forces that will take you as an advisor into the world of 2020, it’s
important to first recognize how your role came to be what it is today.

From Consumption to Financial Planning
In less than a generation, the future of the insurance and financial services industry was transformed by three extraordinary forces that fundamentally changed the nation’s approach to
savings, wealth accumulation, and wealth management:
||
The rapid increase in women’s participation in the workforce during the 1970s.
The rise of two-income households dramatically increased savings potential and
decreased dependence on employer-sponsored retirement plans for long-term
financial security.
||
The introduction of voluntary, self-managed retirement plans in the 1980s.
These plans allowed employers to migrate away from defined-benefit plans and the
liabilities they were imposing on firms’ balance sheets.
||
The rapid downsizing of large firms in the 1990s as they transitioned to just-intime management practices, and the subsequent outsourcing of both support
and core job functions. This shifted most of job creation from large businesses to
small ones, but the latter are much less likely to provide employer-sponsored pension plans and group insurance policies.
These three forces combined to transfer the primary responsibility for saving for retirement
from employers to households.
Previously, households were usually supported by a single wage earner and depended on
employers’ pension plans for their long-term financial security. Most people gave little additional thought to preparing for retirement. Household savings typically had shorter-term
goals: securing a down payment for a home or a car, financing vacations and home repairs, and
saving for children’s educations. Because of shorter life spans, retirements generally lasted only
a few years, and ensuring there were sufficient funds to finance them was the responsibility of
employers and, for a third of the workforce, unions.
But by the late 1990s all of this had changed. Individuals could no longer simply save for consumption. They were now increasingly responsible for saving for their retirements, which
meant they needed to become more deliberate and foresighted in their savings behaviors and
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financial planning. And a wide range of new pre-tax savings programs offered tax advantages
that served as subsidies and encouraged more long-term savings.
Because people focus on the outcomes they want, they tend to be open to alternative ways to
get there. They aren’t concerned with the product-oriented market segments — for example,
protection products versus equities — that defined the industry for decades.
In fact, the introduction of pre-tax savings programs encouraged greater risk taking by otherwise-cautious individuals, and this transformed households from savers to investors. Risk-averse
consumers, who would normally choose a low-risk annuity like life insurance over stocks, have
taken on greater risk in their 401(k)s because the tax deduction helps to offset the increased
risk of equities. Thus, even for the risk averse, mutual funds have become competitive with life
insurance as long-term investments.
In addition, because more people are living into their 80s and 90s, they are far less likely to
be concerned with one of the primary roles of insurance — the financial security of surviving
children — since their children would likely now be in their 50s and 60s and well established.
In response to these new roles and attitudes, insurers have increasingly positioned their life
products as annuities, emphasizing the value of tax-free income for the policyholder in addition to providing for a surviving beneficiary.
Consumers now view all of the various financial products as alternative means of achieving
their long-term goal: sustaining a defined quality of life into their later years. In today’s world,
protection products like life insurance must compete with voluntary savings programs like
401(k)s for households’ savings dollars.

The Future of Financial Services: Welcome to the “Collaborative Economy”
Even more significant changes are in store for the financial services industry over the next
decade. But the most dramatic change is not limited to financial services. “Cross-sector collaboration” has already begun to transform the U.S. economy.
Cross-sector collaboration does not just create new partnerships; it creates new business
models. It is increasingly common to encounter public-private partnerships (P3s), venture philanthropy, and LEGO relationships in which firms combine and separate like LEGO blocks to
meet the needs of given clients or market segments.
An example would be the adoption of electronic health records (EHRs) to coordinate health
care across multiple providers and practices. EHRs replace the separate and incomplete sets of
records that were previously maintained by each doctor’s office, hospital, and clinic. But EHRs
also mean that the health-care industry now faces the thorny security problems associated with
selectively sharing confidential information.
Fortunately for health-care providers, they are not the first to struggle with maintaining confidentiality while also selectively sharing information across different companies. The banking
industry has been doing exactly that with their customers’ financial information for decades.
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Today, when banks allow health-care firms to
piggyback on their existing secure information networks, this cross-sector collaboration
is called “medical banking.”
Cross-sector collaborations are very different
from the types of partnerships most agents
and advisors have worked with in the past.
As you will see in the pages that follow, by
2020, advisors and firms will build collaborative relationships with a wide range of
specialists seemingly unrelated to financial
services. Examples include building contractors and interior designers, wellness coaches
and health-care providers, community
colleges, community development and educational nonprofit organizations, and travel
agencies. Combined, these new relationships
will result in new business models for practices and firms that will look very different
from today’s traditional insurance agency or
financial advisory practice.
You may find it difficult to develop a vision
for your career that looks quite different from
the industry you know today. That’s to be
expected.

“Urban farming” is another example
of cross-sector collaboration that
may not be as familiar to you. With
the emergence of green roofs,
commercial buildings are creating
rooftop landscapes that save
energy while generating revenue.
Putting greens for office complexes,
meditation gardens for hospitals,
and small farms for hotels and
schools to supply their restaurants
and cafeterias are cropping up
with growing frequency. The city
of New York’s school system, for
example, employs several farmers
who supply rooftop produce to the
food service firms serving lunches
in school cafeterias.
Together, green roofs and “vertical
agriculture” — in which hydroponic
crops are grown in and up the
sides of multistory buildings — are
dramatically reshaping one of the
world’s oldest industries. These
unique collaborations between
commercial real estate developers
and agricultural firms are creating
the new field of urban farming.

But bear in mind that it gets harder each year
to distinguish between the various financial
services providers as product specialization
becomes less and less viable. By 2020, advisors who specialize in specific, limited products will become a distinct minority.

Before the end of this decade, the client market for conventional financial products will begin
to shift:
||
By 2020, nearly half of all Baby Boomers — the largest, most highly educated,
and most affluent generation ever seen — will be on or past the threshold of
retirement age.
||
The next generation, Generation X, is much smaller in number, creating an inevitable decline in the traditional client/customer base.
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You and your peers will either compete more fiercely for this smaller pool of prospective clients
or you will expand your client market with new products, tools, and partnerships to create new
revenue streams.
As in any evolving market, there will be some bumps along the road to new service models, and
there will be some costs to acquiring new skills. But opportunities will abound for the entrepreneurs among you who invest in new ways to provide client value.
Old and New Collaboration Models
20th-Century Collaboration

21st-Century Collaboration

||Collaborate within a sector

||Collaborate across sectors

||Focus on minimizing competition

||Focus on maximizing client value

||Manage risk

||Share risk

||Exclusive strategies

||Inclusive strategies

||Protectionist

||Globalist

||Product defined

||Market defined

||Ideal: large and dominant

||Ideal: small and flexible

Begin With the End in Mind: Quality-of-Life Outcomes
Throughout Study One, a consistent lesson appears in every market trend examined. All indicators show that you should redefine the value you bring to your clients. Replace the focus on
managing assets or financing risks with helping your clients manage their lifestyles and reduce
their risks. This will be a fundamental change to your practice — not simply how you talk
about it.
Specifically, you will want to position your services to reflect the value of the outcome of your
work — ensuring a sustained quality of life — rather than the tools you use to achieve it.
This transition is extremely important for a number of reasons:
||
First, commission-based compensation is becoming increasingly problematic.
The commoditization of insurance products, and the reduction of their profit margins, will accelerate as Baby Boomers begin to exit the market and get replaced by
a smaller generation. This trend, combined with other forces, will push financial
services professionals toward fee-based compensation. (In some cases, fees may be
presented as levelized commissions.)
||
Second, the average household cannot save enough money to cover all of the
risks they will face during retirements that last 20 to 30 years. People recognize
the impossibility of the task, and households have already begun shifting their
focus. Rather than trying to save enough money to cover all of their risks, they are
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taking steps to reduce the risks in the first place. Reducing risks is an expanding
need that will require services that cannot be reflected in a commission.
||
Third, the financial literacy of prospective clients will be, in general, much lower
in the future. Gen X is only two-thirds the size of the Baby Boom and overall less
affluent. To offset a smaller potential client pool, agents and advisors will need to
expand into households with fewer financial resources and less financial experience
and education. These less-well-informed clients will require additional assistance in
understanding, selecting, and managing the products and services they need.
Efforts are now under way to address the country’s “savings gap” and shift a significant share of
households’ investments away from real estate — which should theoretically herald a significant rise in the demand for financial products and services. But increased household savings
will not automatically result in greater demand for what you currently offer. You and your colleagues will want to develop new skills and adopt new services — redefining, even reinventing,
the core value you provide to your clients.
The client is the centerpiece of Study One because your success depends on him or her. A successful practice must be based on consumer needs and desires. In the pages that follow, we will
help you understand the trends driving consumers’ evolving needs and present you with specific business opportunities to help you capitalize on these forces.
In some cases, the research findings call for you to radically reimagine your relationship with
your clients — including new skills, support for different products and services, and collaboration with different professions and industries — in order to help your clients manage their
lifestyles as well as their assets.
Do not view these offerings as just ancillary services, although some of them may start out
that way. Eventually, these new services will need to be included in service packages that will
allow you to transition your professional compensation from commissions to fees for all of
your activities — including those traditionally associated with asset management.
As you consider the research findings, and the new business opportunities they create, bear
in mind that you don’t have to go it alone. Partners — including your industry’s professional
associations, other nonprofit organizations, and private and public services — can assist you in
many of them.
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Future Business Scenarios

Market Shifts and Opportunities
You and your colleagues are at an exciting time of industry change and opportunity.
By 2020, much of the culling of the financial services industry will have taken place through
business consolidation,2 and several new business models and new kinds of service providers
and professions will have emerged. Some will make attractive partners for you, and others will
make potential competitors.
The market factors behind these changes will be discussed in the pages that follow. For now,
recognize that major trends are pushing us to become a barbell-shaped industry of very large
firms and institutional players, and very small and innovative niche players. While your professional playing field will change, it will offer you interesting new opportunities for professional
focus and specialization.
In the process, you and your peers will migrate into one of two broad groups: entrepreneurial
sales professionals and client service managers. Which way you go will depend on your professional outlook — whether you see yourself as a creative problem solver or a product and service
provider, a holistic generalist or a financial services specialist.
In the course of this industry transition, you may be challenged to:
||
Accept new compensation models
||
Work in new marketing channels
||
Expand into new products and services
||
Work with firms outside the traditional financial services industry
||
Develop new partnerships that span the private, public, and nonprofit sectors
The four business scenarios that follow may be used separately, as described, or be placed
together in different combinations. Often such combinations will be through LEGO-like
partnerships in which practices snap together to attract certain market segments but remain
separate for serving others.
As you read through the four scenarios, pay particular attention to where you see opportunity
and where you feel concern. The information on the three market drivers that immediately follows this chapter will help you more fully appreciate the forces in play behind these scenarios.
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SCENARIO ONE

Increased Competition for the Affluent Market
The traditional advisory practice will most likely continue to operate in the affluent market of
2020, but there will be fewer advisors serving a much more targeted and, on average, wealthier
clientele.
To attract high-end clients, the practice will want to broaden its range of financial services
beyond financial advice and risk management. This will be especially true for practices serving
the growing number of overseas clients, both workers and retirees.
As those serving the high end of the market consolidate, insurance carriers will revisit their
earlier decisions to shift away from captured agents. The number of agents working directly for
insurers is expected to increase at an accelerated pace.3
If your practice is based in the affluent market, expect the following changes by 2020:
||
Insurance-based advisory practices and firms in the affluent market will become
fewer in number and markedly larger.
||
Banks, in particular, with a wide range of resources and abilities to serve broad geographic areas, may have a natural advantage in this market, which explains why so
many have started divisions to serve it.
||
A growing number of financial advisors will be salaried employees, working in new
roles for large financial institutions.
||
Independent Registered Investment Advisors (RIAs) and other “lone wolf ” independent agents and practitioners will be hard-pressed to compete for affluent
retired Baby Boomers, who have been labeled as “validators” and not “delegators”
like previous generations. They will survive as niche players in narrowly defined
markets.
The primary driver of these changes is the law of supply and demand.

Supply and Demand
The conclusion of the 2012 World Wealth Report observed, “A range of firm-specific and industry-wide trends are converging to undermine the profitability of wealth management operations
today.”4 Using 2004 household wealth data, Chip Roame, founder of Tiburon Strategic Advisors,
concluded, “There are far too many advisors for today’s number of affluent households.
“If one includes brokers, independent reps, life insurance agents, private bankers, et al, there
are 400,000 advisors and approximately 40 million households having $100,000 or more of
investable assets, leaving a maximum of 100 clients per advisor.” This is one-fifth of the number
of clients that conventional wisdom says is needed to support an agent, given today’s business
model and compensation methods.
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Roame further estimates that only 70 of those 100 households actually engage financial advisors, and just 12 of the 70 have assets of more than $1 million.5

Competition for a Shrinking Market
In addition to the oversupply of advisors
noted above, today’s market includes fewer
wealthy individuals under 50 years old. Thus
the number of new entrants into the “very
wealthy” pool (investable assets of $2 million
or more) will decline through 2020.
At the same time, more wealth is being concentrated at the top of the very rich spectrum,
and competition for these most affluent
Americans will become increasingly fierce.

The number of very wealthy
individuals who are under 50 years
old fell 21 percent between 2004
and 2007, from 504,000 to 398,000.
Given the sharp decline in wealth
among those under 50 years old
during the 2008 financial crisis,
that number has likely fallen even
further. This decline in the younger
affluent market will continue
into 2020.

Some practices in the affluent market will survive, but as Roame points out “surviving is
not prospering.” To succeed, they will need to
focus on “serving fewer, more wealthy clients
with more comprehensive services.” Still, they will face steep competition for the very high end
of the market from a growing number of institutional players. Four banks have entered this
market since 2011: Wells Fargo, with its Abbot Downing brand (2012); PNC Bank’s Hawthorn
Unit (2012); U.S. Bank’s Ascent Private Capital Management (2011); and Fifth Third Bank’s
Mirador Family Wealth Advisors (2011).6
Banking institutions will have a natural advantage in this market. They already serve many
needs of these high-end clients, both in the United States and overseas, through partnering
relationships with major banks in the more popular work and retirement destination countries.
To serve the growing number of clients who will spend extended periods abroad, agents and
advisors will need to affiliate with organizations that are not subject to — or that have overcome
— prohibitions on providing financial services to clients outside the United States.

Expanded Services
As wealthy Boomers enter retirement and live longer, their concerns will transition from wealth
accumulation to wealth decumulation and risk management, making them less likely prospects
for traditional wealth-management products and services.
To retain these very wealthy clients, advisors will want to offer a greatly expanded portfolio of
products and services. And with higher costs to service these clients, fee-for-service pricing will
help to offset the increasingly squeezed profit margins of commission-based compensation.
Decumulation will be essential to serving even the ultra-affluent households, and the range
of services required will grow even as margins are squeezed. The 2012 World Wealth Report
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noted that the cost-to-income ratio for assets under management for high-end clients had been
climbing even before the financial crisis. As these clients live longer and become even more
demanding, the cost-to-income ratio will continue to rise, making commissions on assets even
more challenging. Many of the independent RIAs serving these markets had already shifted
from commission-based to fee-based compensation by 2010.
In addition to the traditional wealth-planning and risk-management services, ultra-wealthy
clients will need to be protected from the variety of tax changes that will be put forward to
address the growing deficit and for which they, the infamous “One Percent,” will be targeted.
Serving these clients will require a broad array of talented professionals, and the traditional
advisory role will shift from product and service management to client management to support
this new business model.

New Roles for a New Model
The client-management model requires a team approach, resulting in changes to both roles and
compensation structures. Agents and advisors in this market will adjust their responsibilities to
fill new team roles, including:
||
Rainmaker: The entrepreneurial practitioner who discovers and defines the needs
of clients and prospective clients and connects them with the service team
||
Client relationship manager: The individual to whom clients are handed off and
whose responsibility it is to assemble the product and service mix that is in the best
interest of each client
||
Product and service specialist: An individual with deep knowledge of the product
providers and specific product offerings within their specialty (teams will need a
broad bench of such specialists)
Financial professionals who continue to sell and support traditional insurance and investment
products in this market will practice much as they do today, except that commissions will
account for a much smaller share of their compensation. Client management, as opposed to
product management, requires a team approach, making it difficult to associate purchases with
individual team members. Profit-sharing arrangements that reward the entire team’s performance will be more manageable and more equitable.
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SCENARIO TWO

Lifestyle Management for the Retiree Market
Note: On occasion, consumer forces can push the market in one direction while the regulatory
environment pushes it in another. This is the case today with the career opportunities associated
with retiree lifestyle management. The market for lifestyle management is substantial, but specific
compliance issues must first be addressed for advisors to be able to provide the type of comprehensive services that affluent retirees are looking for. Even so, advisors should take time to explore the
lifestyle management concept with a flexible mind, as it will allow you to better understand the
desires and expectations of affluent retirees.
Lifestyle management is the art and science of managing retirement as opposed to managing assets. It presents a significant opportunity for upper-market advisors and firms to charge
fees to help affluent households manage the complexities of retirements that are measured in
decades instead of years. Lifestyle management will become an essential, and perhaps a central, tool in financial management as life expectancies increase and the country’s population of
seniors grows.
This window into the new, emerging specialty of lifestyle management creates a rare opening
for entrepreneurs in financial services — as well as in competing professions.

Lifestyle Managers
In shifting your practice to lifestyle management, the core functions of your work could include
helping clients to:
||
Invest in aging-in-place renovations in their homes
||
Choose when to forgo maintaining a home and instead move into assisted living
||
Transition into encore careers
||
Travel to and evaluate foreign retirement destinations
||
Manage finances and minimize drawdowns following a catastrophic illness
||
Negotiate the governmental and health insurance bureaucratic mazes to ensure clients receive all of the benefits for which they are eligible
||
Provide bookkeeping services when the “managing” spouse of a household dies or
becomes cognitively impaired
The goal of lifestyle management is not to finance risk but to mitigate it, and the greatest risks
of aging are health related. Therefore, as a lifestyle manager, you would need to be more aware
of your clients’ health issues than financial advisors are today. While never directly becoming
engaged in health-care delivery, you might need to refer clients to physical trainers, nutritionists, grief counselors, and other physical and mental health professionals who could help them
better manage their own well-being.
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For some advisors, there would be a global component to lifestyle management. A quarter of
individuals in the top quintile for income are willing to consider retiring abroad. Serving clients
who choose to live outside the United States would be best accomplished through innovative
relationships that may include real estate, financial services, health-care, and legal service providers to help clients select their foreign retirement location, finance the relocation, manage
cash flow, and eventually repatriate assets to heirs back home.

A Substantial Need
The expected return on investment for financial management services for the elderly is very
attractive. Consider the following:
||
One in seven Americans over 70 years old succumbs to dementia, according to a
2007 National Institute on Aging (NIA) study.
||
Nearly 10 million Americans provide free care to dementia patients, including relatives and nonrelatives, says NIA. The care is estimated at 8.5 billion hours valued at
$94.6 billion.
||
Dementia sufferers incur enormous financial losses by not being able to properly
manage their finances.
Also, one in four Americans over age 70 loses his or her driving privileges to medical conditions. Helping older clients anticipate and address the lifestyle changes associated with this loss
of mobility — which could include relocating to a home closer to centralized shopping, moving
in with adult children, or engaging shopping and delivery services to ensure access to fresh
food and prescription medications — will become an important and lucrative business.
And because a growing share of adult children live more than 100 miles from their parents,
helping a client move closer to an adult child could involve providing assistance in transferring
a complicated array of records and services, including financial and tax, medical and dental,
insurance, and numerous other complex components of life.

Ensuring Professionalism
The lifestyle management specialty is an example of cross-sector collaboration that is just now
beginning to emerge, although there is not yet full agreement on all of the components this
specialty will include. How lifestyle management is defined, and by whom, will determine its
scope of practice.
In addition to defining it, an important challenge will be establishing lifestyle management as
a profession. Credentials for competent practitioners will be critical to ensuring public safety.
There are already “life coaches” today who help people make major life transitions and cope
with major life events. Likewise, there are aging-in-place specialists who help elderly clients
anticipate and adjust their living and working environments to manage reduced mobility.
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But lifestyle management is more complex that either of these specialties. And perspectives on
how to best manage lifestyle changes will vary greatly according to whom you ask — a financial
advisor, a doctor, an interior designer, or a therapist.
When retirements last for decades, many lifestyle changes will occur over the course of those
years, and managing the decumulation of assets will be key to successful lifestyle management.
The advice and recommendations of health, design, and other specialists will be meaningless if
the client cannot afford to implement them. What lifestyle management is, and how it should
best be practiced, must realistically be driven by the financial resources available to do so.

STU DY ONE: THE MARKET OF THE FUTURE

21

SCENARIO THREE

Financial Planning for the Middle Market
The middle-class market, with annual incomes up to $100,000, is twice the size of the more
affluent market and presents its own array of opportunities and challenges for agents and
advisors.
Compared with the affluent market, serving the broader middle market will require:
||
A different set of financial services skills
||
Different kinds of products and services
||
New kinds of third-party support, some of which will come from the nonprofit sector

The Financial Basics
Agents and advisors serving the broad middle market will spend most of their time addressing
the basics and will only rarely engage in more sophisticated financial products and services.
Middle-income households are more likely than affluent ones to view traditional financial services products and services as self-imposed wage cuts — expenses that reduce their current
consumption rather than investments that build their future financial security.
Middle-income clients often lack long-term financial planning experience as well. So when
financial investments are made, these households tend to prefer conservative instruments
like life insurance. It was the perception that homeownership was one of the safest long-term
investments that led many in the middle market to overinvest in housing. And while it is still
too early to be certain, the bursting of the housing bubble in 2007 has the potential to encourage these households to depend less on real estate as their primary financial safety net. One way
to win over this market may be to help them shift savings from homeowner spending to more
liquid conservative investment strategies.

Group Education
Group education is a preferred method for bringing advisory services to the middle market for
a variety of reasons, including:
||
Economies of scale, because conservative investments often yield lower margins
and commissions
||
Group or social marketing to help educate the family members, neighbors, and
peers that middle-market clients often turn to for advice
||
Providing workplace seminars as a valuable resource for employers who can serve
as a gateway to this market
Some early adapters to this market have provided a business model for this type of middlemarket success. These advisors offer their services to large employers as an employee benefit.
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Since the margins on investments are so narrow, fee-based compensation by the employer is
necessary, but paying for these services is a good employer investment. The financial planning
seminars are tailored to the characteristics of the employer’s labor force (for example, whitecollar or blue-collar, income ranges, and so on), and the seminars increase employee participation in defined-contribution retirement plans such as 401(k)s.
Because participation in these plans reduces employee turnover, the employer benefits through
lower recruiting and training costs and higher productivity. In addition, employees experience
less personal and family stress when they practice more deliberate savings and planning, and
this can translate into fewer sick days and lower health-care spending.7

The Public Value of Private Savings
Financial literacy will become an increasingly important concern for the financial health of
middle-class American households and for the fiscal health of the public sector. Greater financial literacy — and more deliberate household savings at all levels of income — will be necessary
to mitigate the effects of the “fiscal tsunami” that the growing elderly population represents.
The financing of elderly services will shift from government agencies to individual households.
This unavoidable transition will cause public officials and the financial community to realize
that financial planning cannot be an exercise only for the affluent.
As financial literacy becomes an issue of public concern, government agencies at all levels will
be urged to address it. As an advisor, you will benefit from helping your firm and community
address financial literacy now — to help the industry avoid further market and political regulation and to position yourself as a solution to the problem rather than a disinterested bystander.

Government Service and Policy Changes
Although the emphasis in public debate has long been on federal entitlement programs, state
and local governments provide the lion’s share of public services for the elderly population and
the “social safety net” for low-income households. Any cuts in state and local social services
that are made to balance government budgets8 will directly affect the quality of life for retirees
who depend on them.
The financial threat to local governments from inadequate savings by the middle class was exacerbated when the housing bubble burst in 2007. This double blow will create new and different
career opportunities for agents and advisors to consider even as opportunities in conventional
financial service firms shift and change.
Municipal governments will benefit from implementing financial literacy programs to help
reduce their safety-net exposure, but they lack the knowledge and experience to do so. Local
government agencies and nonprofit community development organizations will need help
from financial advisors to provide effective financial literacy training.
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In addition, some combination of tax increases, tax-deduction elimination, and benefit reductions at the federal level — including restrictions to Social Security benefits, such as means
testing — will need to occur by 2020 for the federal government to remain solvent.
These policy changes, combined with continued increases in the elderly population and growing health-care concerns, will make household financial planning both more complex and more
essential to prevent a new “fiscal cliff ” — a slashing of household spending — from occurring.
Any sharp curtailment of spending by the nation’s elderly population could throw the economy
into a downturn that would be even worse than the “Great Recession” of 2007–09.
Anticipating that possibility, state and local governments will support efforts by both forprofit and not-for-profit organizations to improve financial literacy, especially among the
adult population.

Third-Party Partners
Agents and advisors serving this market will benefit by working for or partnering with large
private or nonprofit organizations.
One model for educating the middle-income market is to provide community-based financial
literacy training by partnering with local colleges and universities.
Partnerships between local firms and nonprofit financial literacy training organizations will
become common, with agencies and firms providing physical space for the training and their
agents and advisors serving as instructors.
Community colleges with Plus 50 programs will provide train-the-trainer classes to teach advisors how to present financial literacy courses. And nationally recognized academic institutions
like Boston College’s Retirement Research Center (RRC) will provide credible, independent
content for financial literacy training.
Credible content — content that is not affiliated with a particular provider — will be key to
the programs’ success. The general population does not always trust financial institutions,
and memories of their role in causing the 2007–09 financial crisis will still be painfully fresh.
Credibility also requires that instructors not try to turn financial literacy programs into direct
sales opportunities.

Social and Community Marketing
Agents and advisors who teach local financial literacy programs will do so as a way of giving
back to their communities while further establishing their professional credentials in the
marketplace.
Independent and credible content will help the advisor appeal directly to members of the
Millennial generation, who will be in their early 30s in 2020, and may still be skeptical of
financial institutions. By winning over Millennial clients early in their financial development,
advisors can more effectively compete with the entrenched financial planner for future affluent
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households’ trust and loyalty. After all, the potential 2 million households — newly married,
30- to 35-year-old college-educated professionals thinking about purchasing their first home —
are the ones most likely to eventually command investable assets of $2 million or more.
By providing community-based financial education to individuals and helping them establish
household budgets that ensure long-term wealth accumulation, agents and advisors will also
deliver a valuable social service for tens of millions of households and contribute to the longterm financial stability of their communities and the nation.
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SCENARIO FOUR

Portable Benefits for the Professional Market
In 2020, the largest underserved population for insurance products and financial services will
be the employees of small businesses and the part-time employees of larger ones. As a result,
selling insurance and other financial products through employer benefits could be one of your
best opportunities for building your practice.
To serve the small-business market, you will need to develop a good working knowledge of
your clients’ industries and their employees’ needs.

A Growing Market
While small businesses accounted for a disproportionate share of job losses at the outset of the
Great Recession, they have already begun to outpace larger firms in job creation. As the recovery gathers strength and credit markets loosen, small businesses should begin to expand at an
even faster rate. By 2020, barring another recession, small businesses will again account for well
over half of the jobs in the United States.
Since the 1990s, the small-business market has shifted from Main Street retailers to professional
and technical businesses that serve other businesses rather than final consumers. According to
the Small Business Administration, small businesses hold more than 70 percent of all patents
issued since 1997.
As the number and affluence of small-business employees continue to increase, more advisors
will begin to target this dynamic market segment, which has been largely overlooked.
Small businesses tend to have higher employee turnover than larger companies because they
have fewer options for upward mobility. With higher turnover, fewer employees, and greater
prospecting costs, the small-business market has been largely underserved by financial professionals. Yet its size — more than half of the entire workforce — and the decline in alternative
markets will bring this once-ignored market to the industry’s attention.
Small businesses will be most dominant in health care, private education, professional and
management services, business administration and support, and personal services, especially those providing the growing number of retirees with leisure, health, and quality-of-life
support services.
These sectors employ a disproportionate share of college-educated and credentialed professionals, making them attractive prospects for financial advisors. All of these sectors will offer
above-average incomes, making their employees more affluent than the average employee, yet
underserved in financial services. This will create a new market opportunity for agents and
advisors working for smaller RIAs, insurance agencies, and financial services firms that may be
losing market share in the upscale markets.
Of all of the new, emerging professional opportunities identified in this research, the work of
a “small-business benefits consultant” is the closest to what financial advisors and insurance
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agents do today. In fact, some financial advisors are already performing this function, with one
major difference. Instead of specializing in specific financial products, the small-business benefits consultant would need to develop specific knowledge of the workforce composition and
needs of the industries and professions they serve.
The majority of new small businesses in the service sector do not require heavy capital investments to start up (with the exception of health care), making them relatively easy to start up and
shut down. This results in market turnover that is much higher than for larger corporations.

A Significant Need
It is among small-business payrolls that one will find the bulk of the 58 million households
identified in a 2010 study on the underserved life insurance market. A common reason these
households did not have any or adequate insurance is because they “did not know how much to
buy,”9 demonstrating a lack of professional guidance. It is estimated that these households could
offer “a sales potential of a staggering $17.5 trillion worth of policies,” a figure one and a half
times greater than the combined net worth of the top wealth holders, those with assets in excess
of $2 million, according the IRS.10
For this reason, small-business benefits specialists will find it more profitable to work through
local and regional business associations and professional societies. Benefit management
through an association would both provide economies of scale and reduce the loss of clients
because the employees of a business that closes often find employment in a similar type of
business. If both the old and the new employer are part of the same aggregated client pool, the
benefits could be portable. That would make employers who participate in association-sponsored programs preferred employers, reducing their employee recruitment and retention costs.
Employees of small businesses are less likely to have employer-sponsored retirement plans and
protection products such as life insurance, which means they may be less knowledgeable about
how to evaluate voluntary benefits and less comfortable deciding if and how to participate. So
as a benefits specialist, you would want to serve in a role similar to that of the benefits counselor found in the human resources departments of large corporations.
These small-business employees will need training programs on topics such as household
budgeting, managing credit, buying a home, and saving for children’s college tuitions. These
programs, offered periodically as an employee benefit, will be paid for by the employers, who
will benefit from lower employee turnover rates that improve their bottom lines.
Of course, providing individual employee benefit counseling is time-consuming. Therefore, the
fees paid by the employer for providing benefit management will be far more important and
more lucrative than the commissions earned on individual products. These fees would be offset
by the reduced employee-turnover costs experienced by employers who offer protection and
retirement benefits.
The benefits advisor might also be able to convert some employee clients into lifestyle/retirement management clients. Educated professionals are the most likely candidates to move into
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an encore career, so many of these individuals will not be preparing for retirement — they
will be preparing for their second act. Simply offering them the traditional bundle of financial
products and services will not be sufficient. Products that specifically meet their lifestyle and
life-planning needs would set your practice apart.
The small-business benefits advisor could very well earn additional compensation by referring
retiring employees to lifestyle managers or by partnering with a lifestyle management firm to
take over when the client leaves the employer. In this way, the advisor could offer seamless preand postretirement financial services.

Specialization and Expertise
As the country’s skills shortage continues to tighten, small businesses will be unable to compete
for the highly qualified workers they need without offering benefits. But given the volatility
of the small-business market, employers will want to offer portable benefits to make them
attractive to employees. This will make the small-business employer more of a gatekeeper or
intermediary to individual households rather than the advisor’s client.
The best opportunity for advisors to serve these markets will be by developing expertise to
understand the kinds of individuals employed by a specific industry and their particular financial needs. This strategy will transform how you define your markets — from the geographic
focus of today to being a niche expert across multiple states, developing collaborative relationships with peers in other states and regions.
The one-size-fits-all approach offered to benefits managers of large companies will not suffice
in the small-business market. As already observed, to be successful in this market, you will actually function as the benefits manager rather than a financial products salesperson. This is not a
market where you can make a sale and then move on to the next sales call.
This will still be a relatively new specialization in 2020, and it will most likely be driven by small
practices and firms carving out niche industry segments with unique benefit and service bundles. Like the lifestyle management market, client knowledge will trump product knowledge as
a competitive advantage. And like lifestyle management, these practices will be compensated
more by fees than by commissions.
Working with industry groups will be extremely important to small-business benefits advisors.
Those interested in moving into this specialty could do so by working with business associations and professional societies. Speaking about financial services and products at association
events would help you acquire knowledge and contacts among that industry’s experts while
becoming recognized as a bone fide financial services professional.

Market Access
The role of associations could become especially important if legislation were passed to allow
you and your peers to sell across state lines, or if a judicial decision were to strike down such
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restrictions, as in the case of the 1978 Marquette decision that declared interstate banking regulations violations of the Interstate Commerce Act.
Such developments could allow for economies of scale, allowing your practice to operate
nationally. It also would let you partner directly with financial literacy organizations. You could
use their independent educational resources to increase employee participation in savings
plans, and thereby increase individual enrollments in the various products.
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accounted for more than half of total industry revenues and a third of all employment in the sector, according to the 2007 Census of Services
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Market Drivers for 2020

Now that you have explored four future business scenarios, and seen some of your profession’s
opportunities and potential, it’s time to drill into the major trends — the market drivers — that
underlie these scenarios. These drivers will help you anticipate our evolving client markets, the
products and services that will provide value to those clients, and the various types of partners
who can increase your professional success.
By understanding how consumers’ needs are changing, you will be in the best position to plan
now on ways to adjust your practice and put in place the value propositions and partners that
will best serve your clients’ needs.
The primary market drivers that will shape your practice in 2020 are:
||
Baby Boomers and the new retirement culture
||
New generations and the underserved middle market
||
The changing business environment
For each of these drivers, you will find:
||
Forecasts for that market
||
Business opportunities for your practice
||
Questions to help you apply the findings and opportunities to your practice
||
Drill-down information, for those who want to know more, that provides the data
and trends behind the forecasts
Finally, there is a bonus section at the end of Study One that addresses the opportunities and
current limitations in serving an increasingly globalized client base.
There is much to consider in the pages that follow and many exciting possibilities for your practice. Enjoy!
VALUE
MARKETS

MARKETS

VALUE

PARTNERS
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MARKET
DRIVER

1

Baby Boomers and
the New Retirement Culture

1

As a financial services professional in 2020, your client market for products and
services will be greatly influenced by how the Baby Boom generation adjusts to
retirement.
Do not discount this “senior” generation. Because of its size, wealth, and income,
this group will remain a powerful force in the job market and the economy for
years to come.
The Boomers control more than half of the country’s household wealth. How
that wealth is managed will play a significant role in shaping the financial
services industry — and the economic health of the nation itself — by the end
of this decade.
In a case of fortuitous timing, Boomers are also reinventing retirement, creating
new and different sales and service opportunities for you and your colleagues.
For these reasons and more, it is essential that you understand Baby Boomer
expectations, desires, and concerns as Boomers enter their senior years.
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BABY BOOMERS AND THE
NEW RETIREMENT CULTURE

1

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 53.

Wealth and Income
MARKETS

The Baby Boomers are not only the largest generation this country has ever produced, but they also control a disproportionate share of its wealth and income.

When it comes to marketing products and services, advisors ignore this generation at their
own peril. If you do not step up to meet Boomers’ changing needs and desires, others certainly will.
And their numbers are impressive. In 2009, the combined wealth of households headed by
Baby Boomers, those between the ages of 45 and 64, accounted for 52 percent of all household wealth in the United States. (By comparison, the aggregate wealth of those under 35
years old accounted for less than 1 percent of all national household wealth.)
Boomer-headed households also accounted for 46 percent of all income in 2009.
Because of their longer life expectancies and desire to stay economically active, Boomers
will spend down their accumulated wealth much more slowly than did previous generations.
Likewise, the income percentage for Boomers will shrink as more of them retire, but it will
decline more slowly than for previous generations.
For these reasons and others, Boomers will remain a
powerful force in the economy for years to come.

Workforce Engagement
One of the primary distinctions of Baby Boomers as they
enter their senior years is that they are in no hurry to
leave the workforce, and this creates new opportunities
for your practice.

According to BLS
projections, by
2020, one in five
Americans in the
labor force will be
65 years old or
older.

Workforce participation among seniors has been increasing in recent years and is now doing
so at an accelerating rate.
The Bureau of Labor Statistics (BLS) forecasts that by 2020, nearly 25 percent of seniors will
still be working. For those aged 65 to 69, the workforce participation rate will be almost 30
percent. This level of senior workforce participation has not seen since the mid-1960s.
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1istorically such participation was the norm — it was only in the last few decades that earH
lier retirements became more common. Even before the financial crisis of 2007–09, few
Americans had the resources to support a retirement of 20 to 30 years.
Other factors contributing to today’s later retirements include:
||
Longer life spans that open the door to encore careers
||
The attractive incomes that well-educated workers must give up upon retirement
||
An overinvestment in real estate that left other, more liquid investments — better
suited to support retirement needs — underfunded
||
The very real concerns that older Americans have about access to health care and
the reliability of the traditional “social safety net” for elderly care
While the recent recession may have accelerated the trend of longer careers, it did not cause
it. And for these reasons, even after household wealth returns to pre-recession levels, today’s
higher workforce participation rate by seniors is not expected to decline.

Encore Careers
For many seniors today, remaining in the workforce does not necessarily mean staying at the
same job or even staying in the same occupation.
Encore careers — second careers started at age 50 or later — are increasingly attractive to
people approaching retirement age.
A 20- to 30-year retirement presents an opportunity to craft a whole new career, one with
more purpose and meaning, without having to worry about fighting one’s way up a career
ladder or balancing personal satisfaction with paying the mortgage.
A third of those interested in encore careers, a potential 11 million workers, would prefer to
transition into work that serves a “social purpose.”11 (See also sidebar on page 37.) Many
will derive their new careers from past volunteer experience or hobbies.
Half of those interested in encore careers also note financial concerns — specifically health
insurance coverage and possible reductions in Social Security or pension benefits — as
motivations for staying active.
Starting a business later in life — essentially creating one’s own encore career from
scratch — is a related trend. A Kauffman Foundation study on trends in entrepreneurship found that Americans in their 50s and 60s are the fastest-growing segment of the
new entrepreneur population. In 2011, Boomers accounted for approximately 52 percent of all self-employed persons and nearly 49 percent of all new entrepreneurs.12
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Why Work Past Age 65?
Survey respondents say it would:
||Allow them to stay active and productive
||Allow them greater control over their time, including the flexibility to take
time off
||Allow them to keep learning, stay challenged, have new experiences, or
develop new skills
||Provide them with an opportunity to help others
||Provide a sense of meaning and a feeling of accomplishment

Transitioning to an encore career typically requires an income bridge. Start-up capital will
also be required for those desiring to launch their own businesses. This transition planning
for encore careers represents a business opportunity for your practice.

Lifestyle Management
Lifestyle management requires understanding clients’ behaviors and managing their living
environments in addition to their financial assets.
The barriers that separate financial management from health management and property
management are already beginning to blur as each one influences the other two.
Changes are already taking place to bring lifestyle management to the construction and
health-care industries.
For instance, one of the fastest-growing areas in an otherwise-moribund construction industry is “aging in place” in residential design and remodeling.
The National Association of Home Builders (NAHB) created an aging-in-place certification
to help seniors stay in their homes longer and with greater safety. For NAHB, aging in place
is not just about renovating rooms; it is about understanding and managing a less mobile
lifestyle.13
In the past, contractors and designers rarely took the health and aging of the resident into
account when designing or renovating a room. Today that function has become a high-end,
value-added service for which builders can charge a premium.
The health-care field is also becoming more engaged in lifestyle management.
The most expensive patient to treat is the older patient with multiple chronic conditions
and reduced mobility. Thanks to the ubiquity of high-speed Internet access, health-care providers are beginning to install motion detectors in bedrooms, heat detectors in kitchens,
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a1
nd humidity sensors in bathrooms to monitor elderly residents’ movements, cooking, and
personal hygiene routines to ensure they are active and safe. Seniors are being taught to use
Internet telephony such as Skype to speak with medical professionals and pharmacists without having to travel to a doctor’s office or pharmacy.
Will those same seniors expect that kind of interactive communication and on-demand
attention from those who are managing their life’s savings? If the person on the other end
of that email, tweet, blog, or Skype call is not a financial services professional, then who will
that gatekeeper be?

Retaining the Retired Client
Today’s retirees are validators more than delegators, and it is important to clearly understand
your clients’ needs and goals if you want to continue working with them after they retire.
According to industry data, retirees are more likely to replace their advisors than are nonretirees (48 percent versus 38 percent, respectively). And more than half of retirees who have
at least $1 million in investable assets have switched advisors.14 The most significant reason
given, other than poor investment performance, is lack of communication.
The attributes most valued in advisors include:
||
They are trustworthy.
||
They are willing to educate the client.
||
They listen to the client.

The Skills Gap
At a time when the nation is facing chronically high unemployment, the United States, oddly
enough, is also suffering from a serious skills shortage.
Unemployment has remained stubbornly high — but that is not because businesses are
reluctant to hire. Businesses would gladly bring on new employees if they could find any
who were qualified.
The vacancy rate — the number of companies reporting they were unable to fill positions for
which they were actively recruiting — has been at pre-recession levels for more than a year
as of the writing of this book.15 Before the Great Recession, the last time vacancy rates for
both the manufacturing and services sectors were this high, the unemployment rate was at
4.7 percent, well below what economists refer to as a “full employment” economy.
These data suggest that the unemployment problem is actually a “skills gap” between the
skills employers seek and those the unemployed have to offer; it is not employer reluctance
to bring on new workers.

38

ADVISOR 2020

BABY BOOMERS AND THE
NEW RETIREMENT CULTURE

1

Opportunities for Your Practice
MARKETS

OPPORTUNITY ONE

Holistic Value for the Client
As financial products become increasingly commoditized, shifting your practice to provide more comprehensive and holistic client services will create new
opportunities for you to transition your compensation from commissions to fees. This may
be an advantage in the future, because fees for these types of services are not related to the
size of the portfolio being managed.
VALUE

Traditional Retirement Planning
Traditional retirement planning meant using actuarial tables to estimate the total funds
needed and then advising your clients on how to save enough money to cover the costs
of catastrophic illnesses, relocation, or nursing-home care. Once clients retired, their plans
were essentially put on autopilot. With retirement measured in years — not decades — a
financial advisor could safely assume that most clients were not likely to survive long enough
to face all of those contingencies.
But today your retiring clients may well need to sustain their quality of life through 20 or 30
years, so more comprehensive planning is needed. In fact, people should put as much planning into their retirements as they do into their careers, and they should take a more active
approach to managing, rather than just responding to, life events.
To advise your clients through this process, you will want to be more holistic in your
approach. This will include focusing more on helping them mitigate their potential risks.
(See “The Lifestyle Management Entrepreneur,” page 41-43.) This is a key feature of helping your clients manage the decumulation of their assets.
Managing Asset Decumulation
Recall that retired clients are more likely to replace their advisors than employed clients are.
This is especially true for retirees with assets exceeding $1 million. Investing the time to fully
understand your clients’ needs, concerns, and lifestyle expectations will be key to bringing
value to them in their retirement years.
Managing decumulation will be the greatest challenge facing today’s and tomorrow’s retirees
— especially when the chronic illnesses associated with aging begin to drain their savings.
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1o help your clients manage decumulation
T
wisely, you will need a better understanding of what happens between retirement and
death. For example, clients who need for their
nest eggs to last three decades must be advised
differently — not simply on how to save for
a catastrophic medical event, but on how to
avoid such events in the first place.

Asset decumulation: spending
down retirement savings —
while balancing income, risk,
and taxes — in a manner that
ensures that the savings will last
for the lifetime of the retiree.

Value-added services, such as aging-in-place
strategies and proactive health management, are as important as a savings plan to ensure the
long-term protection of a client’s wealth.
And as an advisor, you have some traditional products such as annuities that are perfectly
positioned to provide income that will last for your client’s entire lifetime.
In addition, you will need new knowledge, skills, and products to help your clients manage
the dispersal of their wealth over 20 to 30 years. Because extraordinary life events do not
come in equal periodic installments, managing the decumulation of assets is not a simple
exercise of dividing the total value of assets by life expectancy and setting up a payment
schedule.
Longer life expectancies plus the pervasive underinvestment in retirement means that saving
enough money to pay for all anticipated risks is not possible for most households. Managing
asset decumulation means helping your clients manage, and possibly develop strategies to
avoid, unwanted events in the first place.
Consider:
Forty-three percent of Americans over age 65 will enter a nursing home at some point in
their lives, with an average stay of 14 months and a median stay of five months.16 Genworth
Financial estimated the cost of nursing-home care at $222 per day in 2012, a 4.2 percent
increase from 2011. In addition, Genworth estimates that the patient’s out-of-pocket
expenses for the typical nursing-home stay will total an additional $14,000 and his or her
primary caregiver will spend another $8,000.17
The primary cause for a nursing-home stay is an accident in the home, most frequently a fall
in the bathroom.
Currently, agents and advisors help their clients save for the $55,000 or more needed to
cover the costs of the nursing-home stay. But the cost of renovations that would prevent a
bathroom fall in the first place is only about $5,000.
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OPPORTUNITY TWO

The Lifestyle Management Entrepreneur
Note: On occasion, consumer forces can push the market in one direction while the
regulatory environment pushes it in another. This is the case today with the career
opportunities associated with retiree lifestyle management. The market for lifestyle management is substantial, but specific compliance issues must first be addressed for advisors to be able
to provide the type of comprehensive services that affluent retirees are looking for. Even so, you
should take time to explore the lifestyle management concept with a flexible mind, as it will
allow you to better understand the desires and expectations of affluent retirees. We also present
a more traditional approach at the end of this section.
VALUE

The Lifestyle Management Practice
The professional who can assemble and deliver a high level of lifestyle management service
will present a strong value proposition to a large and wealthy market that holds no meaningful competition today.
The number of Baby Boomers approaching or entering retirement, and the level of wealth
they control, will ensure that Boomers remain a prime marketing opportunity for financial
advisors as well as for other professional services. But simply offering individual products
and services will not provide the comprehensive value packages that wealthy Boomers desire
and have the resources to pay for.
The professional who enters the arena of lifestyle management will be a true entrepreneur,
able to work with numerous providers to create a bundle of products and services that will
mitigate many of the risks associated with aging.
Lifestyle managers will probably start out as specialists who address one or two specific
aspects of the aging process and then expand their services to more holistically address each
client’s retirement needs and goals.
Today, one has to work across numerous private, public, and nonprofit organizations to
locate the services that could be incorporated into comprehensive lifestyle management.
They include:
||
Transitioning into encore careers
||
Arranging aging-in-place renovations
||
Planning retirements to countries with national health programs
||
Referring clients to physical trainers, nutritionists, grief counselors, and other
physical and mental health professionals who can help them better manage their
own well-being
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n addition, 25 percent of people in the top income quintile are willing to consider retiring
abroad. For these clients, lifestyle management could include a broad range of real estate,
financial service, health-care, and legal services to help them select foreign retirement locations, finance the relocation, manage cash flow, and manage the eventual repatriation of
assets to their heirs back home.
Today these different specialties operate independently, which means they only evaluate
the value of options within their specialties. But there are clearly trade-offs among them.
For instance:
||
Should a person nearing retirement save for a possible relocation to an assistedliving facility or invest in remodeling to reduce the likelihood of needing to
move?
||
Should he or she invest in long-term-care insurance or retire to a country where
such care is cheaper and heavily subsidized, such as Ireland or Spain?
A financial advisor whose function is to maintain wealth would be most easily seen as the
honest broker working in the client’s best interest when evaluating these types of trade-offs.
The professional who earns this responsibility must be knowledgeable about the aging process to help balance housing, health, and financial risks and choices.
Advisory Roles in Lifestyle Management
To determine whether there may be a role for you in lifestyle management, think about your
own makeup and comfort level with the new skills and services this type of practice will
require. Following are descriptions of the two main roles:
||
The lifestyle manager. This person will be a big-picture thinker who enjoys
approaching each and every client holistically as a unique set of lifestyle challenges. If that idea excites you and you have an entrepreneurial streak, then
lifestyle management may be for you. A lifestyle manager will need to be able
to create LEGO-type relationships with numerous service providers from the
financial, health, and design sectors, among others. The use of these different
specialists will, like LEGO blocks, be clicked together and taken apart as the
needs of the client change.
||
The financial specialist. This professional, on the other hand, will work with
different lifestyle managers and product specialists in short-term relationships.
Here you would serve as the financial LEGO block, and your job would be to
balance stewardship of the client’s financial resources with the recommendations
of the health, design, and other types of specialists. While each specialist’s advice
would be valid, collectively they could bankrupt the client. Your engagement
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with any given client or service team would be shorter than that of the lifestyle
manager and your job functions and responsibilities would be more constant.

1

The financial specialist role would make a comfortable encore career opportunity for the 48
percent of financial advisors and insurance agents who are more than 50 years old and may
be contemplating retirement near the end of this decade. It would allow you to stay active
and engaged in financial services without having to gain a whole range of new knowledge
and skills.
Compensation
As a lifestyle manager, you would be compensated by taking margins on the value-added
services provided by others — such as the contractor’s aging-in-place renovations, the travel
agency’s exploratory travel package to potential overseas retirement countries, and the
bookkeeping services arranged for clients who are no longer able or willing to perform this
function for themselves.
Eventually, you would likely move completely away from commission-based compensation.
Fee-based compensation models will make more sense, given that lifestyle management and
managing the decumulation of assets will become more time-intensive and creative as the
client ages and the assets available shrink.
An Alternative Approach
As noted above, there are currently regulatory impediments to an agent or advisor serving
as a true lifestyle manager. Still, lifestyle management represents the type of comprehensive
service that many affluent clients seek. In fact, you may already have a sense of this. Many
advisors get important questions from their clients about matters outside of the advisory
role.
If you are interested in assisting your clients with lifestyle management issues, you may
want to consider developing a resource library of professionals who can provide the various
lifestyle services — essentially a lifestyle management marketplace that you can refer your
clients to.
While a marketplace approach will not provide your clients with the valuable oversight described above — or provide you with compensation from the services — it will
clearly demonstrate your dedication to serving as a trusted advisor bringing value to your
clients’ lives.

STU DY ONE: THE MARKET OF THE FUTURE

43

1

VALUE

OPPORTUNITY THREE

New Roles for the Affluent Market
PARTNERS

The affluent market of the future will be dominated by large firms and institutional players who will provide comprehensive services to their wealthy clients
through teams of specialists.

The financial service professionals who work for these organizations will practice much as
they do today, with one important exception: Commissions will account for a much smaller
share of their total compensation.
In this environment, agents and advisors will transition into new roles, which we refer to
here as “rainmakers,” “client relationship managers,” and “product service specialists.”
The Rainmaker
The rainmaker will have the most entrepreneurial role. This individual sees himself or herself as more of a consultative salesperson than a product specialist.
||
Rainmakers will be well versed in all of the institution’s products and services,
not just its financial and insurance products.
||
Rainmakers will discover as many of the client’s financial and lifestyle needs as
possible, then recommend a comprehensive, value-added service package to
try to capture that business. Examples include creating and managing trusts,
advising on succession planning for family-owned businesses, coordinating
philanthropic wealth transfers, acquiring and disposing of foreign real estate
holdings, and other services that address an affluent client’s wealth, assets, and
lifestyle requirements.
||
For rainmakers, it will become more important to deliver and manage a range of
value-added services that address the client’s lifestyle needs, rather than simply
delivering financial products. Rainmaker compensation will be based more on
the value and performance of the service providers that the rainmakers bring to
the table, and the outcomes they achieve, than on the sale or performance of
specific products.
The Client Relationship Manager
Here’s a role that would fit many of today’s agents and advisors. This is the individual to
whom rainmakers will hand off clients.
||
Client relationship managers will need to have a more detailed working knowledge of the institution’s products and services than the rainmaker, and they
should understand how the products and services would complement each other
and when they would work at cross-purposes.

44

ADVISOR 2020

||
Rather than pushing for some products over others, client relationship managers
would need to understand how to balance a broad variety of products and services in the client’s best interests.

1

||
Client relationship managers will advise on changes to the product/service mix
as the relationship — and the client — matures.
The Product Service Specialist
A team of product service specialists would be managed by the client relationship manager.
||
In this entry-level support position, each product service specialist would have
in-depth knowledge of the different product providers and specific product
offerings within his or her specialty area.
||
Those who specialize in financial services would find themselves working alongside banking services specialists, paralegals, and a broad range of other specialists
who may include both professional and paraprofessional team members.
||
By working as part of a comprehensive client services team, product service specialists would be able to learn how a broad array of products and services can be
combined in the most cost-effective way to create the best outcome for the client.
||
It is from these specialists that future client relationship managers would be
developed to lead specialist teams of their own.
If you are drawn to this type of team-based sales and service environment, you can determine the role that best fits you by understanding the type of work you most enjoy. Ask
yourself:
||
What drew you into the financial services profession to begin with?
||
What types of problems do you most enjoy solving?
||
To what degree do you want to manage staff?
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OPPORTUNITY FOUR

The Encore Career Entrepreneur
For advisors not interested in working for large firms or institutions, there will
continue to be a place for small, innovative financial advisory practices and
firms. These practices will be especially successful when they serve as niche providers of a
wide range of services for specific market segments.
VALUE

One such opportunity will be for advisors who want to help their clients transition into
encore careers. Encore career retirees represent a largely professional audience with aboveaverage incomes who may need assistance making this type of professional and personal
lifestyle change.
According to Civic Ventures, more than 70 percent of those considering encore careers —
versus continuing in their current careers — are college graduates, and many of these older
workers are more interested in doing good than doing well in their final careers.18
The increasing number of encore career professionals, and the challenges of launching
encore careers, will influence the types of products and services that will be offered in this
marketplace. Of special importance will be products that do not put the household’s entire
net wealth at risk.19 In fact, the encore worker phenomenon will create new product and
service opportunities — to help finance a career change, create a new business, or form a
nonprofit organization.
Research shows that successful transition planning for an encore career begins four or more
years before retirement. By building access to start-up and operating capital into long-term
planning and products, you can help senior entrepreneurs prepare for the costs associated
with their encore career transitions.
Encore careers are part of a client’s overall lifestyle, and to advise on major lifestyle decisions,
you will want to personally know the client — not just that person’s level of risk tolerance
and bank balances. What neighborhoods do they live in? What are the medical histories of
their elderly family members? What are the details of their retirement goals that until now
may have been only broadly defined?
The trend toward later retirements will profoundly change what retirement will look like
in the next decade. Just advising on balance sheet options and rates of return will not be
enough to help your clients plan for and manage their encore careers. For instance:
||
Should their retirement funds include start-up capital for an anticipated postretirement business venture?
||
If they are interested in creating a nonprofit organization, what new risks might
that bring to their financial security?
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||
Will training, education, or professional certifications or trade credentials need
to be funded to launch the new career?

1

||
Might your clients face trade-offs between encore career planning and healthcare planning? What would be your role in helping them recognize and address
such conflicts?
If you are interested in assisting clients’ encore career transitions, you may benefit
from partnering with organizations that help entrepreneurs launch new businesses. Look to local colleges, state and local economic development agencies,
the federal government–sponsored Senior Corp of Retired Executives (SCORE),
AARP, and similar groups that focus on older career changers.
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OPPORTUNITY FIVE

Achieving Outcomes — Proactive Attention to Detail
VALUE

Life insurance often serves as an investment vehicle and not just a survivor
benefit.

Thanks to several financially turbulent years, the cash value of a life insurance policy has
become increasingly attractive, and its tax-free treatment has added to its appeal. In addition, while earnings from most equity accounts are subject to income or capital gains taxes,
loans against the redeemable value of a life insurance policy are not.
As you look to add value to your relationships with clients, focusing on how life insurance policies are supported can make a tremendous difference in your client’s experience.
Consider several common policy-related events and how each could go devastatingly wrong
for the client:
||
Accumulation performance. In today’s low-interest-rate environment, policies
have not performed as expected. If a policy was purchased for accumulation purposes, such as to fund a college education or to save for retirement, the policy
may well be underperforming relative to how it was originally illustrated. But
unless someone reviews the policy’s performance with the client, there would be
no reason for her to think it isn’t performing as originally discussed. She could
then end up seriously underfunded at the exact moment the expected funds are
needed most.
||
Funding the premium. You also need to pay attention to any use of the policy’s
cash value to fund its premium. If the policy is underperforming, this approach
will chew up the cash value until there is no money left, at which time a big
premium will come due, and the policyholder will owe it all. In all likelihood,
the client will not be expecting the bill, may not be able to pay it, and as a result
could be irreparably harmed or even die without coverage.
||
Policy loans. Finally, consider the risks that may be associated with policy loans
that are not reviewed periodically with the client. These loans are, in a way, similar to home equity loans, which for years relied on the continued appreciation of
the home to justify some “nonproductive” uses (such as hot tubs and vacations).
It is important to recognize that when “nonproductive” uses of home equity
loans eventually contributed to foreclosures, it was the lender — not the borrower — who was blamed for the product’s misuse.
The same thing may be happening today with policy loans, and clients who
assume that their policies continue to grow in value, negating the need to repay
the loans, are facing a dangerous and unexpected outcome.
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The critical question for each of these situations is the same: Are you as the advisor going
back to your client on a periodic basis to review the policy’s performance against its purpose
and recalibrate the planning process, if needed? If not, is another properly licensed person
doing so?
If this is not happening, then at some point clients may be shocked to discover that their
financial plans have not achieved their purpose, that large and unexpected premium bills are
due, and that their life insurance coverage is at risk. In such cases, it is very likely that clients
may hold their advisors and companies accountable, from both a financial and a reputation
standpoint.
The Baby Boomers are entering their retirement years, and their expectations of their policies’ performance will soon meet reality. No better opportunity exists for you to address the
needs of your clients than through regular reviews of the status of their policies. Proactive
attention is key, because once a client discovers a problem on her own, it may be too late to
resolve it. Boomers’ individual and collective experience in such situations — as well as the
attention they will draw to these issues — will strongly influence which advisors and practices will earn policyholder and community loyalty.
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OPPORTUNITY SIX

Partnerships for Lifestyle Management
By 2020, teaching financial literacy and retirement planning may have replaced
the dinner or seminar invitations now used by many financial planners to attract
new clients. So universities and community colleges present an opportunity for you to create
inroads to the lifestyle management and encore career marketplaces — and more.
PARTNERS

The Community College Connection
America’s community colleges are beginning to build some of the infrastructure needed to
support senior lifestyle management.
In 2008, the American Association of Community Colleges launched a pilot project for
its Plus 50 Initiative with 13 community colleges nationwide. The objective of Plus 50 is to
“build the capacity to enable community colleges to respond to the workforce development
and lifestyle needs of the population over 50 years old.”
The program targeted four lifestyle areas:
||
Workforce training/Career development
||
Learning and enrichment
||
Volunteering
||
Plus 50 advising
Toward the end of 2008–12 grant period, 12 of the 13 colleges participating in the pilot
announced that the demand for the courses and services was high enough for their Plus 50
programs to become self-sustaining. In the program’s second phase, the Plus 50 Initiative
has been expanded to include an additional 100 participating schools.
As a financial services advisor, you may want to consider offering a retirement-planning or
household financial-planning course under the auspices of the Plus 50 Initiative.
Incorporating a financial education component into these programs would be a natural fit, and
one that the schools would welcome.
By including people 15 years from retirement, the Plus 50 Initiative would provide you with:
||
Access to Baby Boomers moving into retirement and encore careers
||
A laboratory to develop the messages and insight needed to expand your practice further into the middle-class and encore career markets
||
A communication channel to the next generation of clients
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1

Questions to Consider
One-Minute Debrief
1.

Which Baby Boomer trends and opportunities are the most interesting for your practice?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

How can you most effectively follow your Baby Boomer clients into their retirement
years?

2.

How can you adjust your practice today to better assist Boomers who want to transition
into encore careers?

3.

Do you see an encore career in your future? What does it look like? Who will you work
for and with? Will it be for pay or volunteer? What skills will you need that you do not
currently possess?

First Step
What one thing will you do this year to better position yourself to be successful in the
expanding retiree market?

Additional copies of this worksheet can be found at gamafoundation.org.
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Drill Down on Trends
Generational Size
Population and Workforce Size by Generation
Birth Years

2010 Census

2010 Workforce

2020 Workforce
Projection

Silent Generation

Before 1946

40 million

5 million

2 million

Baby Boomers

1946–1964

81 million

59 million

39 million

Gen Xers

1965–1980

61 million

50 million

53 million

Workforce Millennials

1981–1995

85 million

38 million

51 million

Generation

Study One uses U.S. population census counts, which include immigrants, when referring to
the sizes of the different generations. There is no broad-based agreement on the birth years
for the Millennial generation. The group we call Workforce Millennials are those who will be
at least 24 years old in 2020.
Workforce numbers and projections are based on data from the Bureau of Labor Statistics,
Office of Employment Projections (http://www.bls.gov/emp/ep_table_303.htm).

Generational Wealth and Income
Baby Boomers primarily fall into the “45-54 years old” and “55-64 years old” sections of the
following charts.
Distribution of Household Wealth
by Age Group in 2009

Distribution of Household Income
by Age Group in 2009

0.8%
14.7%

7.8%

39.2%

22.8%

19.8%

n 55-64 YEARS OLD
n >=65 YEARS OLD

21.4%

26.1%

29.5%

n < 35 YEARS OLD
n 35-44 YEARS OLD
n 45-54 YEARS OLD

18.1%

n < 35 YEARS OLD
n 35-44 YEARS OLD
n 45-54 YEARS OLD

n 55-64 YEARS OLD
n >=65 YEARS OLD
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1 Trend Toward Later Retirements
The
Life Expectancy
According to the Centers for Disease Control and Prevention, in 2009 life expectancy at age
65 in the United States reached 20 years. Those who make it to 75 can anticipate living for
another 12 years.20
One reason for today’s longer life expectancies was the country’s shift to a service economy
during the late 20th century. A service economy means that employment is less physically
demanding — which contributes to a longer life span — and also means that today’s workers
are better able to stay in the workforce longer, if they so choose.
Early Retirements — A Trend Reverses
The trend toward earlier retirements in the late 20th century had reversed itself even before
the 2007–09 financial crisis led many Americans to reassess their retirement plans.
Older Americans Staying in the Workforce
PERCENT OF
AGED 65+ STILL IN WORKFORCE

Source: Bureau of Labor Statistics
30
25
20
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5
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After falling for most of the 1970s and 1980s, employment rates among those aged 65 and
older began rising again in the 1990s. By 2010, the percentage of seniors (those 65 and older)
still in the workforce had nearly doubled from its 1986 trough.
The decline in retirement ages for men observed from the late 1970s until the 1990s was due
in large part, ironically, to the surge in workforce participation by women. Female workforce participation rocketed from just 46 percent in 1960 to more than 70 percent by 1980,
dramatically increasing household incomes and wealth. With much larger nest eggs than
anticipated, two-income households were able to enjoy earlier retirements.
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Dual Incomes and the Housing Bubble

Initially the growth in the number of two-income households fueled the rise in home ownership as well as allowing for earlier retirements. But then it led to spiraling housing prices as
incomes rose faster than construction activity.
By the late 1990s, with Americans paying more money for ever larger and better-appointed
homes, real estate investments had absorbed much of the second income,21 helping to
reverse the early retirement trend of the preceding decades. The percentage of total household spending devoted to housing expenditures increased by nearly a third, jumping from
15.5 percent in 1984 to 20.4 percent in 2010.22
Income Opportunity Cost
In addition to being the largest generation the nation has ever produced, the Baby Boomers
are also its most educated. Because of draft deferments for college students adopted by the
Nixon administration to defuse antiwar protests, record numbers of Boomers applied to
graduate schools to avoid service in Vietnam.
Levels of education and income are closely related, meaning that the more educated an individual is, the higher the salary he or she must give up to retire. This higher opportunity cost
associated with retirement has also contributed to extending careers. For many in the welleducated Boomer generation, retirement is simply too expensive a proposition to consider.
Retirement Readiness
With little time to recover from the financial crisis born of the 2007–09 recession, more
than half of the 30 million households headed by someone aged 55 or older may be unable
to maintain their pre-retirement standards of living after they stop working. A sharp drop
in consumer spending of that magnitude by the nation’s largest generation could trigger
another severe recession in the not-too-distant future. So it is likely that employers and
public policymakers will take steps to encourage those over 65 to stay in the workforce,
spending more money and paying more taxes than they would if retired.
Health-Care Coverage
Medicare as currently defined and funded cannot sustain the demographic pressure of the
Baby Boom generation. Some combination of cuts in coverage and increases in copayments
and Medigap premiums are necessary to its survival.
Remaining in the workforce and being covered by employer-sponsored health care is among
the more attractive options available to seniors. Keeping potential retirees in the workforce
and covered by employer-sponsored health-care plans will also help to reduce the pressure
on Medicare and lessen the painful political trade-offs of choosing between cuts to entitlement programs and other government spending.
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n addition, long-term-care insurance, described by financial planners as the “greatest
market opportunity that never was,” failed to generate the interest anticipated when the
products were first rolled out. Today, with the probability of long-term care now much
closer, retirees find that long-term-care insurance is no longer affordable.

The Attraction and Challenge of Encore Careers
More Than the Money
According to author Marc Freedman, who coined the term “encore career,” there are already
9 million Americans engaged in second careers started at 50 or more years of age.23
In a 2011 survey of Americans 44 to 70 years old conducted by the MetLife Foundation and
Civic Ventures, the nonprofit think tank founded by Freedman, 30 percent of those surveyed, representing a potential 31 million Americans, expressed an interest in launching a
transitional career. 24
The experience of those who had already transitioned into encore careers supports the
emphasis on social priorities over income. Of the 9 million already in encore careers in 2011:
||
30 percent were working in education
||
25 percent were working in health care
||
25 percent were working in government
||
11 percent were working for nonprofit organizations
Financing the Transition
A 2008 Civic Ventures study found that the average time needed to transition into an encore
career is 24 months. According to that study, “One of the biggest challenges of the transition
is a financial one. Two-thirds say they experienced a significant drop in their income with
nearly a quarter having no income at all during the transition period. And for a third, this
decline in income extended over two or more years.”25
According to the Civic Ventures survey, “Six in 10 (62 percent) of those interested in encore
careers say they would consider working longer to establish an ‘income bridge’ that would
enable them to postpone claiming Social Security and eventually claim a larger monthly
check for life.”
Entrepreneurship
Civic Ventures’ Encore Career Choices research “found that as many as 25 million people
— one in four Americans aged 44 to 70 — are interested in starting their own businesses
or nonprofit organizations.”26 This conclusion was confirmed in the Kauffman Foundation
study on trends in entrepreneurship.
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Many of those surveyed anticipate facing age discrimination as they transition to a new
career, and a large number expect to have to strike out on their own to make the transition.
Share of New Entrepreneurs by Age Group
Age

1996

2011

Ages 20-34

34.8%

29.4%

Ages 35-44

27.0%

22.0%

Ages 45-54

23.9%

27.7%

Ages 55-64

14.3%

20.9%

Source: Robert W. Fairlie, University of California, Santa Cruz, using the 2010
Current Population Survey.

The Continuing Skills Gap
College Graduate Employment Rate
In 2006, the unemployment rate for college graduates was only 1.8 percent. While the
number of unemployed college graduates rose at the beginning of the recession, only recent
graduates faced significant hurdles in finding employment. Even at its height, the unemployment rate for college graduates rose to just 5 percent and had fallen to below 4 percent by
early 2013.
Unemployment and Vacancy Rates, 2005 to 2012
nn   MANUFACTURING VACANCIES

nn NATIONAL UNEMPLOYMENT RATE

nn SERVICE SECTOR VACANCIES

JUN-12

DEC-11

MAR-12

JUN-11

SEP-11

DEC-10

MAR-11

JUN-10

SEP-10

DEC-09

MAR-10

STU DY ONE: THE MARKET OF THE FUTURE

UNEMPLOYMENT RATE

3.0

JUN-09

-30.0

SEP-09

4.0
DEC-08

-20.0
MAR-09

5.0

JUN-08

-10.0

SEP-08

6.0

DEC-07

0.0

MAR-08

7.0

JUN-07

10.0

SEP-07

8.0

DEC-06

20.0

MAR-07

9.0

JUN-06

30.0

SEP-06

10.0

DEC-05

40.0

MAR-06

11.0

SHRM VACANCY INDEX

50.0

57

C1ompetition for Talent
The strong job market for college graduates is likely to grow even stronger. Lower birth rates
in the mid-1990s point to a decline in the number of potential college graduates over the
next eight years. This suggests that the competition for college-educated workers will grow
more intense unless the country’s immigration policies are liberalized.27
Professional services firms, including financial services providers, will be constrained by the
growing skills gap in the job market, and they should evaluate how the current trend toward
more restrictive immigration policies may affect their ability to replace their advisor pools
and grow their businesses.28
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New Generations and the
Underserved Middle Market

1

As the Baby Boomer generation moves into retirement, you and your colleagues
will face two significant challenges. One is how to continue to be compensated
for serving the Boomers as they spend down their assets. The other is how to
replace these older clients, who will no longer be good candidates for your
traditional products and services.
Exhausting the supply of Baby Boomer home buyers was a principal trigger of
the housing market meltdown, and that meltdown was the underlying cause of
the 2007–09 recession. To avoid facing similar challenges in financial services,
you will want to pay attention to the significant opportunities in the broader
middle market.
Taken together, Generation X and the Millennial generation represent a
tremendous pool of potential clients. Their wealth is not as substantial as that
of the Baby Boomers, but their numbers make them a force too large to ignore.
(See “Generational Size” table, page 53.)
Your success in the broader middle market will mean working with a much
broader range of people — of different income and education levels — in
these next generations. You will want the right skills and support materials
to help these potential clients understand why they need to invest in the first
place — and how to balance their current lifestyle needs with their future
financial security.
The middle market tends to be less financially experienced, and therefore less
motivated, than the upper-middle-class and affluent clients the industry often
targets.29 On the plus side, though, the middle market is quite large. The number
of households with annual incomes between $35,000 and $100,000 is more
than twice the number earning more than $100,000.30 However, given their lower
overall savings rates, you will need to work with a significantly larger client base
to generate the same amount of protection coverage and investments. Therefore,
as you look to engage middle-market consumers, consider opportunities to work
with them in groups rather than through one-on-one counseling.
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Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 81.

Generation X
Generation X, the generation immediately following the Baby Boomers, is significantly smaller and less wealthy than its predecessor. At 61 million, Gen X is
MARKETS
just two-thirds the size of the Baby Boom, and these households suffered disproportionately from the financial crisis.
While the burst in the real estate bubble was a shocking blow to most households, it proved
devastating for those who were in their 30s and 40s, whose net wealth at that time in their
life cycles was heavily concentrated in real estate.
A study by the Pew Research Center compared differences in net wealth by age group from
1984 to 2009. That research found a dramatically growing generational wealth gap. According
to the Pew Charitable Trust, in 2009 the net wealth of this age cohort was 44 percent lower than
that of the same age group a generation earlier.
While Gen X still has 20 to 30 years to make up the difference, the compounding effect of
so substantial a loss in wealth suggests that senior workforce participation will remain high
even when those now in their late 30s and early 40s reach retirement age.
Given their reduced resources, Gen Xers’ motivation to rebuild should be quite high. By
2020, with more Boomers retired, Gen X should account for more than 40 percent of household income, making it the greatest wage-earning generation at that time.
The most traditional method for increasing wealth is through intergenerational wealth
management — when senior parents and their adult children work together to manage the
transfer of wealth from one generation to the next. But the Boomers’ longevity means that
many of them will substantially spend down their wealth. So replacing Boomer clients will
take more than simply following their assets to their next of kin.
On the positive side, the homeownership rate for Gen X is quite high. Even after the bursting of the real estate bubble and losses from foreclosures, the Gen X homeownership rate
was 65 percent in 2010, only slightly below the 68 percent national average.31 This means
that by 2020, compared with younger age groups, more of Gen Xers’ discretionary savings
from their income will be available to invest in assets other than real estate.
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1 Millennial Generation
The
Approximately 60 percent of the 85 million Millennials, those born since 1985, will be in the
workforce by 2020.
Because of their youth, the Millennials were not overly exposed to real estate investment
when the housing bubble burst. But they were also too late to build wealth from the run-up
in home values in the 1980s and 1990s.
In addition to not benefiting from the housing boom, a large share of the Millennial generation went to college.32 While in the long run beneficial to themselves and society, their
advanced education also means that many of them postponed entering the workforce for at
least four years, plus they acquired much higher college debt burdens — both of which have
negatively affected their current net worth.33
According to the Pew Charitable Trust, in 2009 those under 35 had a median net worth that
was only a third of that of their counterparts from 25 years earlier.
While it is too early to make any claims about the Millennials’ potential value as clients in
2020, there are two observations that lead one to question it.
First, nearly 30 million Millennials entered the workforce — or, more accurately, tried to
enter the workforce — just before or during the 2007–09 recession. The unemployment rate
for this age group surged from 7.2 percent in 2007 to 17.1 percent in 2010.
The ripple effect on earnings and savings for those entering the workforce during a recession
are quite profound. Many accept much lower salaries and enter suboptimal career paths that
lower their wages for years and possibly their entire careers.
Second, the Millennial generation may face much higher social costs and tax rates than its
predecessors.
By 2020 there will be only 1.5 workers for every person not in the workforce because they
are either too young or too old. This ratio, called the dependency rate, stood at 1.7 in 2010
and is expected to fall to just 1.3 by 2030.
With fewer workers per retiree, either social entitlements will have to be cut or taxes will
have to be raised. Those over 65 years old have much higher voter turnout rates than younger
voters. Add in the size of the Baby Boom now entering retirement, and the senior voting
block will be a powerful political force in 2020 that will be unlikely to vote for having its
benefits cut. Taxes on those in the workforce will most likely rise.
One of the few striking features of the Millennial generation so far is its preference for renting just about anything. The percentage of 29- to 34-year-olds holding mortgages is only
half of what it was just 10 years before. From Zip Cars to Rideshare bicycles, Millennials are
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mirroring the risk-averse strategies developed by manufacturers and retailers 30 years ago
by taking a “just-in-time” approach to major personal needs.
If this pattern holds, it suggests that in time this generation will not divert as much of its savings to housing as did previous generations — which could make Millennials more open to
investing their savings in other ways. But that tempting possibility is beyond the horizon of
this research.

Invisible Income Losses
In addition to the recession-driven losses in home equity and financial assets, younger generations and the middle-income groups have been hit especially hard by what are often
referred to as “invisible income losses” from cuts in employer-sponsored voluntary benefits
programs.
The most widely discussed of these has been cuts in employer-sponsored health-care
coverage. An overwhelming majority of employers have shifted a significant share of healthcare costs onto their employees.
These cost shifts are often unrecognized or underestimated by employees until a catastrophic medical event occurs. This is especially true when employees have high-deductible
catastrophic-care health plans. Few households have augmented their savings patterns to
ensure sufficient liquidity to cover a major medical expense. Unanticipated medical costs are
the second major reason for home foreclosures behind loss of a job.
Another “invisible income loss” with a major impact on household savings has been the
decline of traditional defined-benefit pension plans. According to David Wise, an economist
specializing in the economics of aging, “Just two to three decades ago, employer-provided
defined-benefit pension plans were the primary means of saving for retirement in the United
States.”34 However, according to Boston College’s Center for Retirement Research, the percentage of employees covered by defined-benefit plans fell from 62 percent in 1987 to only
17 percent by 2007.
Employees’ participation in voluntary contribution plans like 401(k)s falls far short of the
“forced savings” accomplished through defined-benefit plans. As a result, aggregate household savings rates have declined much further than is apparent.

Retirement (Un)Readiness
Because of misguided overinvestments in real estate, lower overall savings rates, and the erosion of employer-provided benefits, the financial future for American households may prove
to be even more daunting than the challenging years immediately behind us.
According to Retirement USA, a think tank committed to reforming Social Security, the
combined shortfall in retirement savings by all American households is $6.6 trillion, or
$250,000 per household, assuming continued low inflation rates.
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n 2010, McKinsey & Company introduced its Retirement Readiness Index (RRI) to demonstrate how broad a share of the population is vulnerable to underinvestment. The study’s
alarming conclusion was that average household income for retirees, based on 2009 numbers, was only 63 percent of the amount needed to maintain the household’s pre-retirement
lifestyle. While those closest to retirement age fare somewhat better, their RRIs still indicate
that they would need to make substantial cuts in discretionary spending to get by.
This vulnerability included not just low-income but all middle-income groups as well.
“While lower- and moderate-income households are least prepared, most Americans —
even in middle- to higher-income households — will fall well short of their retirement
expectations.”35 That kind of belt-tightening could throw the economy into recession, possibly before or around 2020.
Yet the McKinsey study concluded, “The good news … is that Americans are now acutely
aware of their predicament and, with the right guidance, can act to fix it.”
Whoever provides that guidance will greatly shape future savings patterns, and, in turn, consumer demand for insurance and financial services.

Middle-Market Savings
For several decades, two outside forces have encouraged the American middle class to
invest in financial products and services: tax incentives to encourage savings and mandatory
employee benefit participation to compel savings by default.
The most common approach is the former. Consumers have been encouraged to increase
their savings through a series of tax-deferred savings plans such as IRAs, 401(k)s, medical
savings accounts, and, most recently, lifelong learning accounts.
The programs have been largely successful. But middle-market households have lower
participation rates in voluntary savings programs than do more affluent households. For
example, with defined-contribution plans such as 401(k)s, the core determinants of whether
someone participates are income and education. Managers and professionals post a 79 percent participation rate, while only 50 percent of service sector employees participate.36
Mandatory programs to encourage greater personal savings have proven very effective in
expanding participation. Several studies have demonstrated that worker participation
increases significantly in 401(k) programs in which employers apply an “opt-out” versus
“opt-in” policy.37
Still, as more households take advantage of pre-tax savings incentives, less money is left in
their paychecks for discretionary purchases. Savings rates outside of tax-deferred savings
plans now trend consistently below 5 percent, suggesting that there is little discretionary
income left for households to save even more. This creates challenges for you and your peers,
as the value of your products may not be well understood in those households.
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It is unlikely that expanded legislative or employment policies will provide enhanced access
to middle-market households. With structural budget deficits at the federal and state levels,
legislators are unlikely to support new or expanded tax-deferred savings plans that would
further reduce income tax revenues. Likewise, employers are unlikely to expand mandatory
participation in voluntary benefits. With rising health-care costs consuming an ever-growing share of total compensation, employers are reluctant to make workers’ paychecks any
smaller than they already are.
For these reasons, advisors serving the middle market should be prepared to sell products
inside of existing tax-deferred savings plans, to compete against those plans for households’
long-term savings dollars, or to focus on workers who do not currently receive voluntary
employee benefits.

Middle-Market Confidence
Savings patterns are not determined by income alone. Research shows that there are three
nonfinancial causes of lower savings participation rates for non-affluent households. To
practice successfully in the middle market, you will want to understand and address the
underlying issues that cause households to be hesitant about financial planning:
||
Lower levels of financial literacy (resulting from fewer role models and less
experience)
||
Distrust of financial institutions
||
Lack of access to professional advice
Financial Literacy
Financial literacy is closely correlated with education, socioeconomic status, and income.
The middle market, being generally less financially experienced than the affluent market, is
understandably less comfortable in selecting products for saving or investing its money. In
general, a less financially experienced prospect may do the following:
||
Become paralyzed by too broad a range of choices
||
View retirement planning and saving to be much harder than it is
||
View defined-contribution withholdings such as 401(k)s as a reduction in current income rather than as deferred consumption
To better address the needs of this market, then, you will want to consider the following:
||
Offer products that are simple rather than complex
||
Offer products that can be “mass-customized” to the client’s specific needs
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1 ||Focus more on how the savings process will address the client’s needs or goals —
and less on how the products work

||
Partner with a financial education provider that can serve as an independent and
trustworthy source of information
Research conducted by the Employee Benefits Research Institute found that there is an
inverse relationship between the number of options offered to an employee and his or her
participation in any of them.38 The more options, the fewer employees who participate.
As noted above, research has also found that employees with low levels of financial literacy may perceive retirement planning and saving to be much harder than it actually is. For
instance, a 2005 study of a representative cross section of the U.S. adult population conducted by the Consumer Federation of America and the Financial Planning Association
found that:
||
Only one in four respondents (26 percent) believed that they could ever save
$200,000 over the course of their entire lifetimes.39
||
Fifty-five percent of respondents agreed that “saving something each month for
many years” was “the most practical way to accumulate over $100,000” — but 21
percent selected “playing the lottery.”
||
Nearly 40 percent of those making less than $25,000 per year viewed the lottery
as the most practical approach.
Trust and Advice
Research has shown that distrust of financial institutions reduces employees’ willingness to
participate in defined-contribution plans such as 401(k)s. When employees with lower levels
of trust do participate in these plans, they tend to choose the most risk-averse option, which
often results in lower lifetime savings.
But the trust issue goes further than plan participation. A study by the National Bureau of
Economic Research found that only a small fraction of households consult financial advisors, bankers, certified public accountants, or other professionals when making major
financial decisions.
What sources of information does the broader public turn to instead of professionals?
Most households, and particularly those with lower education levels, rely on informal
sources of advice, such as family members, friends, and peers — people they know and trust.
Yet those sources of advice are not likely to be the most knowledgeable, further limiting the
household’s ability to plan and save effectively.
“Insofar as there is a positive correlation between the education level of the individuals and
the education level of the family or peers, low-education individuals may simply rely on
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crude sources of advice. Similarly, those with low financial literacy may be particularly dis40
advantaged in overcoming lack of knowledge,” the study noted.
Prospecting can be more challenging when households rely on secondary (and possibly
uninformed) sources of advice. Your professional credentials and visibility in your local
community will help you appeal to prospective clients’ families, friends, and peers through
social networking, consumer education, and outreach to market influencers.
In addition, recognize that less financially experienced households are a prime target for
financial fraud. This is one reason they turn to family and friends for advice, and it has made
them wary of unsolicited offers about saving or investing their money.
According to the Federal Trade Commission, there were nearly one million cases of consumer fraud in 2011, a 62 percent increase in just the four years since the recession had
begun. These are just the reported cases. Many more go unreported because victims often
feel embarrassed, and many may not even be aware they have been scammed.
To sell effectively in the middle market, then, you will want to serve as a credible and independent source of information and advice, and be fully engaged in educating your potential
clients on simple steps to address their long-term goals.41

Meeting the Financial Needs of the Nation
The financial services industry is a growth industry — at least when it comes to the number
of sales professionals it will need in order to serve the markets of 2020.
Yes, industry consolidation has reduced the number of career life insurance firms and put
downward pressure on their sales ranks. And yes, market forces will continue to pressure
agencies and firms that serve the affluent market.
Still, much of the industry has grown faster in recent years than has the country’s overall
workforce. More importantly, it will continue to do so.
The Bureau of Labor Statistics (BLS) forecasts that to meet the nation’s financial needs, the
financial services profession will need to grow more than twice as fast as the overall workforce by 2020.
What those jobs will look like, and where in the industry they will reside, will depend on a
variety of factors. Here are three that our research revealed:
||
The industry’s key players — companies, firms, and advisory practices — should
more effectively structure their business models around consumer needs, expectations, and desires.
||
The jobs and roles of the future may need to be defined and compensated differently to ensure economies of scale and effective client service.
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1 ||Nontraditional sources of new talent may be required to compete effectively in
the marketplace.

Markets abhor vacuums. If the BLS forecast is even remotely accurate — and if the industry
fails to staff appropriately to meet the nation’s needs — then other professions such as bankers and attorneys will likely step in to perform more financial services functions.
In 2020, you and your peers will probably be serving as team leaders who will need strong,
experienced team members to maintain the higher productivity required to keep profit margins and compensation high in a team setting. It will be very important to have the right
people on your team.
A number of trends will affect how the industry populates itself — and, therefore, who you
as an advisor are likely to have on your team:
||
In 2011, nearly half of all financial planners were more than 50 years old.
||
The pool of potential college graduates will begin to decline in 2014, and that
trend will continue beyond 2020, reducing the pool of early career changers the
industry generally recruits from.
||
The nation’s continuing skills gap will ensure that the competition for collegeeducated workers will remain strong unless the country implements comprehensive immigration reform.
Given these factors, our industry can expect to face greater difficulty in recruiting experienced talent away from other fields in the future, and it will need to have strategies in place
to recruit workers from nontraditional sources, such as retirees.
If you haven’t already done so, begin thinking of your practice in team-oriented terms and
be proactive in recognizing and identifying capable talent. Don’t limit your thinking to the
usual career changers and recent college graduates. Also, keep your eyes open for good candidates who may be encore career retirees or paraprofessionals.
The evolution of financial services will lead to new ways of organizing work — and that can
open the door for you to identify new sources and types of talent for your team.
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Opportunities for Your Practice
MARKETS

OPPORTUNITY SEVEN

Reposition the Value Proposition
Compared with your more affluent clients, middle-class consumers are less likely
to know people who are proactive about long-term financial planning. This
means they have fewer role models for the type of comprehensive, long-term financial planning that every household needs — and they are less likely to feel a sense of urgency to do it.
VALUE

In addition, some of the skills, knowledge, and motivations that you may take for granted
in more affluent clients are not as common in the middle market. So as an advisor, you will
play a more significant role in educating middle-market clients about the savings process, as
opposed to explaining the features of your investment products and other tools of the trade.
Because of their lack of experience with the financial planning process, middle-class households may be more inquisitive — and in some cases even suspicious — about the type of
work you do. But those perceptions can improve quickly when you demonstrate that you
understand the goals that are important to them and can offer achievable paths to help them
get there.
In particular, it’s important to describe savings
and investment options in layman’s terms,
with more emphasis on the outcome of the
plan — such as the retirement cabin on the
lake — and less emphasis on the product’s
technical characteristics, such as tax deferment
and returns on investment.

“Talk to me about what’s
important to me. Not about what
you do and how you do it.”
Prospective Client,
Middle Market

Remember: Financial products and asset
management services are methods to ensure your client’s long-term financial security. They
are part of how you do your job, but they are not what you do.
Emphasizing the value of what you bring to your clients — the ability to sustain their quality
of life throughout a lifetime — is a message that will resonate strongly with the public when
it’s backed up by appropriate actions on your part — including a commitment to serve the
financial planning needs of the middle market.
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OPPORTUNITY EIGHT

Sales and Support Teams in the Middle Market
The sales career in the broad middle market of 2020 is expected to look very
different from today’s, with the marketplace operating more like a commodities
market — volume driven with smaller margins and lower net revenue. At the company level,
you will see systematic marketing to drive sales volume and produce economies of scale.
MARKETS

Households in the middle market will continue to be risk averse and prefer safe places to
invest their savings. They will feel most comfortable doing business with a company that has
a strong, familiar brand.
Profit margins will continue to be squeezed by a variety of factors. Increased regulation is
expected to drive business costs higher. Also, the amount of information available to individuals online will continue to increase, allowing consumers to push back on prices. Pricing
will become more transparent, and this will push more positions in the industry toward feebased compensation.
Well-organized support teams will be instrumental to success. Sales professionals working
in this market will primarily be captured agents and institutional team members, many of
whom will be salaried, with a bonus or profit-sharing structure for the team.
Big sales producers may continue to flourish by serving as rainmakers who find and develop
client relationships. As a rainmaker, you would be the most highly compensated member of
the team, paid largely by commissions, but perhaps with a small salary base.
Individual advisors will continue to serve the broad middle market as well, especially in
smaller market areas. An increasingly fluid marketplace will push them to continually adjust
their roles to serve the needs of the market. These entrepreneurial advisors will create their
own business opportunities, including assembling ad hoc or virtual teams of specialists to
address the needs of their clients. Compared with today, it will not be as easy for individual
advisors to enter the industry and succeed. It will involve more risk taking by the advisor,
but high compensation will still be possible.
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OPPORTUNITY NINE

Building Your Team With Nontraditional Talent
Your peers who act as independent road warriors will begin to disappear. By
2020, the lone-wolf agent or advisor will find it difficult to compete with those
who have support teams behind them.
PARTNERS

And even if you now work inside a larger firm, you will still find yourself needing to work in
an ever more collaborative environment. In fact, you may find that you would benefit from
team management and supervisory skills that you never needed to learn in the past.42
The insurance and financial services industry will not be alone in making this shift. In
the “collaborative economy” of the 21st century, many professions will be making similar
transitions.
Today, your practice may already rely on a team of professionals — perhaps in a formal team
structure, in a producer group, with licensed staff members, or in a variety of informal teamwork arrangements.
As your practice moves closer to 2020, you will become even more team driven than you are
today, although what your team looks like and how it functions may change.
For you to serve in a sales rainmaker capacity, you will want a salaried support team in place
to handle everything else. Each member of your team will need to bring unique skills and
knowledge that give the team a competitive edge.

The Skills Gap and You
A skills gap is undermining economic growth in a number of U.S. industries, including
financial services. This has resulted in ongoing competition for college-educated workers.
And because the number of new college graduates will continue to decline from now to
2020, the competition for them will only become more intense.
In addition, the BLS projects that the financial services professions will need to continue
growing faster than the total college-educated workforce.
So in determining how to build your team, and where to locate the talent, you will have to
recognize these market realities. Consider instead two groups of nontraditional candidates
to bring the right talent and skills to your team: encore career retirees and non-degreed
paraprofessionals.
By increasing the use of paraprofessionals on your team, clients can be properly served
without each team member needing to hold a four-year degree. And by looking to encore
career Boomers for talent, you may find a wealth of skills and experience in addition to fouryear and advanced degrees — providing that you are willing to craft the type of flexible and
meaningful work experiences these candidates are looking for.
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OPPORTUNITY TEN

Community Involvement Through Financial Education
Financial literacy is a serious issue for every generation in our society. The shift
of the Baby Boom generation to retirement, however, will most likely bring this
issue to a head.
PARTNERS

As Baby Boomers retire, the country’s tax base will decline as the demands on entitlement
programs increase. This is not a sustainable arrangement. Because of this enormous economic shift, financial literacy will come to be seen as everyone’s business.
Nearly half of the Boomers will be 65 or older in 2020, and financial literacy will be critical
to softening the blow from their reduced Social Security and Medicare support. The interest
in improving financial literacy will reach across our society to include:
||
Local and federal government entitlement agencies
||
Community development organizations
||
State and local economic development organizations
||
Nonprofit assistance agencies
||
Banking institutions
||
Employers
So in what ways can you, as a financial services advisor, fit into the financial literacy picture?43
Not every advisor will want to create his or her own radio program or seminar series to
educate the general public. But with the right partner, you can begin to build your personal
brand as a credible and accessible financial expert while providing a valuable service to your
community.

Community Involvement
One way to do this is by establishing a relationship with a local community or nonprofit
organization — such as a university, community college, municipal agency, or nonprofit
group — as a financial expert who is willing to deliver financial education on their behalf.
Program content is already available for your use. Boston College’s Center for Retirement
Research launched the Financial Security Project (FSP) in 2010 to create educational tools to
promote greater financial literacy.44
The FSP materials will allow you to deliver independent, unbiased education that a consumer
can trust to walk him or her through financial planning decisions, including evaluating the
need to save and the best ways to do so.
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This type of credible, independent information helps people make decisions without promoting specific products or services. When you deliver independent training free of any
sales pitch, you will be able to build the trust, comfort level, and confidence that middleclass Americans need to commit to a long-term financial plan of their own.
In addition, your daily experience in working with clients and prospective clients will bring
greater credibility to the program itself. Your understanding of where people often lack
information — or have emotional barriers to acting in their long-term self-interest — will
make you more successful as a financial literacy educator than many traditional educators
are likely to be.
Finally, remember that educational and community service organizations will probably not
collaborate with a clearly commercial partner. For your professional credibility, you will
want to carefully separate your volunteer educational activities from your business practice.

Financial Consulting
An alternative to the community involvement strategy above, financial consulting offers a
very different career opportunity, but one that is also based in social marketing.
As a financial consultant, you would work in a fee-only capacity to educate middle-market
households while partnering with the community organizations that serve them. To succeed
in this role, you should enjoy working in teams and across organizations, including coordinating client outreach. As is true for other middle-market strategies, financial consultants
will be most effective working with groups because of the improved economies of scale.
Financial consulting presents a career option for the advisor who wants to transition out
of sales or for the encore career advisor who wants to stay involved in financial services
while giving back to the community. Advisors who choose to be in sales because they enjoy
the thrill of the hunt and closing the next sale would most likely find this type of work
frustrating.

Effective Messages for the Middle Market
Financial advisors working in the broader middle market will want to carefully craft their
messages to engage these clients.
Research conducted by the Center for Retirement Research found that people are more
likely to engage in financial planning when they have a positive goal, such as “to sustain a
quality of life,” rather than a negative one, such as avoiding financial disaster.
Dr. Steven Sass, associate director for the Financial Security Project at CRR, explains, “The
message that people need to save more is getting a bit tired.”
Dr. Sass suggests that to encourage greater participation and savings in the middle market
you should:
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1 ||Focus on can-do goals instead of should-do messages
||
Demonstrate that retirement planning and savings are not hard
||
Show how saving is not reducing income — it is deferring consumption
||
Use credible, independent sources of information to demonstrate your
trustworthiness

Social Marketing
To be most effective working in the middle market, you must be easy to access on demand,
and consumers will need to hear from you multiple times.
This is one reason that delivering education sessions45 is a good strategy for middle-market
audiences. You will also benefit from using a multipronged communication strategy to provide financial education and information through different channels and media.
Research has found that in the middle market, more people participate in savings programs
when their financial training is closely followed by an opportunity to act on the training.
This suggests that you should include online access — and where permissible, social media
— in your marketing activities to provide low-pressure opportunities for people to purchase
products once they are predisposed to do so.
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OPPORTUNITY ELEVEN

Set the Stage for the Next Generation
MARKETS

The Millennial generation will not yet be a major influencer of insurance and
financial services in 2020. But they will be poised to become a force.

In 2020, Millennials will be entering their 30s, an age when insurance and financial services
become more important.
Don’t forget that this is the generation that mastered multitasking and information overload,
and it may be that good managers of information will also prove to be good managers of
money. In addition, that ability may make them more discerning in their financial decisions
and product selections.
Being a highly educated generation, Millennials will eventually have the incomes to invest.
And if early trends hold and they prove less likely to commit to real estate investments than
past generations, more of their income will be available for savings and investments.
Given the emphasis that the Millennial generation places on social issues and concerns,
financial advisors who are committed to social marketing or lifestyle management activities
may hold a competitive advantage among this age group.
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NEW GENERATIONS AND THE
UNDERSERVED MIDDLE MARKET

2

Questions to Consider
One-Minute Debrief
1.

Which middle-market trends and opportunities are the most interesting for your future
career plans?

2.

Which cause you the most concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

What organizations in your community could you work with to help strengthen the
finances of middle-market households?

2.

What messages will you deliver to educate prospects and clients on deferred
consumption as opposed to reduced income?

3.

Which of your available products and services address the basic needs of the middle
market, including product simplicity and customization? How will you position your
products and services to focus on the outcomes to be achieved, rather than the savings
or planning activities to be done?

First Step
What one thing will you do this year to better position your practice for success in the middle
market?

Additional copies of this worksheet can be found at gamafoundation.org.
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NEW GENERATIONS AND THE
UNDERSERVED MIDDLE MARKET

2

Drill Down on Trends
Households by Annual Income46

Households by Annual Income
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Gen X
The Census Bureau estimates that Americans 35 to 44 years old experienced a 59 percent
decline in household wealth as a result of the 2007–09 recession. This is more than double
the 24 percent decline reported by those aged 55 to 64, on the verge of retirement, and more
than four times greater than the decline in household wealth reported by those already old
enough to retire.
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1sing the Census Bureau’s Current Population Survey, Change Management Solutions estiU
mated that households headed by Gen Xers accounted for 26 percent of total household
income in 2009, compared with Boomers’ share of 46 percent.
The Millennials
The following chart shows differences in household net worth, comparing current generations with those from 25 years before.
Median Net Worth by Age of Householder, 1984 and 2009
In 2010 dollars
1984

2009

Change

All

Age Group

$65,293

$71,635

10%

Younger than 35

$11,521

$3,662

-68%

35-44

$71,118

$39,601

-44%

45-541

$113,511

$101,651

-10%

55-64

1

$147,236

$162,065

10%

65 and older

$120,457

$170,494

42%

Baby Boom generation

1

Source: Pew Research Center tabulations of Survey of Income and Program Participation data and Census Bureau P-70, No. 7 (1984)

Real Estate
Facing higher housing prices and more years of schooling, the younger generations are postponing the purchase of their first home. According to Census Bureau housing statistics, the
average age of the first-time home buyer rose steadily from 28 years old in the 1990s to 33
years old in 2009. In 2020, the oldest of the Millennials will be just 34.

Retirement Readiness
Calculating the Retirement Readiness Index
The McKinsey & Company Retirement Readiness Index (RRI) is calculated by comparing
all of the households’ postretirement income with the amount of money needed to maintain
the households’ pre-retirement lifestyle. Households with just enough savings to generate
the income needed to maintain their pre-retirement lifestyle would be assigned an RRI of
100.
McKinsey estimated that the average household would need an annual retirement income of
$52,000 to avoid cuts in discretionary spending. The researchers then combined all sources
of income and all other savings, and found that average household income for retirees would
total only $33,000 (at current rates of return) or just 63 percent of the amount needed.
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The McKinsey study concluded that households with RRIs of 80 to 100 would be able 1
to
survive, although at a lower standard of living, through cuts in discretionary spending. But
an RRI below 80 would mean sacrificing spending on essential needs such as housing, food,
and health care. An average RRI of 63 is, to say the least, disquieting.

Households Have Only 63 Percent of Income Needed
to Sustain Lifestyles in Retirement

n SOCIAL SECURITY PAYOUT
$19,000
37%

$21,000
40%

n DEFINED-BENEFIT PAYOUT
n DEFINED-CONTRIBUTION AND
OTHER SAVINGS PAYOUT

$7,000
13% $5,000
10%

n SHORTFALL

Source: McKinsey & Company

Retirement Readiness by Age and Income
100
80
60

n LOWER-MIDDLE INCOME
n MIDDLE INCOME
n UPPER-MIDDLE INCOME

40
20
0

30-39-YEAR-OLDS

40-59-YEAR-OLDS

60-65-YEAR-OLDS

Source: McKinsey & Company

Savings Trends
Households Savings Rate
The national savings rate published monthly by the Bureau of Economic Analysis (BEA) is
defined as that portion of disposable personal income, or “take-home pay,” that is not spent.
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1 e savings rate, calculated as savings divided by disposable personal income, was an accurate
Th
measure of household savings until the 1980s. Then in 1983 individual retirement accounts
were introduced, and since then the Congress has added a series of tax-deferred plans to
encourage savings for retirement, education, and health care, and to lower tax obligations by
reducing taxable income. Because contributions to tax-deferred savings plans are not part of
take-home pay, they are not included in the BEA’s traditional calculation of the national savings rate.
Households Savings Rate
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0

Source: Bureau of Economic Analysis

A major reason why the savings rate fell from nearly 11 percent in 1982 to a low of 1.5 percent in 2005 was because of participation in pre-tax savings plans — contributions to those
plans are not counted in the household savings rate. The increase in the saving rates from
2008 through 2010 reflected households’ concern for greater liquidity during the 2007–09
recession, leading them to contribute less to pre-tax savings plans. The slightly lower rates
reported in 2011 and 2012 could suggest that more households are again putting more of
their income into pre-tax savings.
Mandatory or “Opt-Out” Plans
Some studies found that in opt-out plans, more employees leave their 401(k) contributions
at the employer-set minimum in a low-risk plan rather than evaluating their choices and
setting up their plans themselves. As a consequence, while more employees are contributing to
their retirements, more employees are also saving less than they would have if the initial decision had not been made for them.
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Financial Literacy and Confidence
Financial Literacy

The Center for Retirement Research at Boston College administered a study to evaluate
respondents’ financial literacy.47 The researchers concluded that low levels of financial literacy result in a 30 percent lower participation rate in opt-in plans and a 13 percent lower
participation rate in opt-out plans that could not be explained by changes in income or
tenure with the firm.48
Interestingly, 67 percent of employees who chose not to participate in a voluntary program
and 74 percent of those who deliberately opted out of an automatic enrollment plan reported
that they were participating. This suggests that either they did not understand the forms
they were signing when they started working or they do not distinguish between a definedbenefit pension plan, assuming the employer offers one, and a retirement savings plan.
Financial Fraud
Consumer reports of financial fraud have grown rapidly over the past decade (see
“Consumer Complaints” chart, below), with the Internet being the primary vehicle for that
growth. While the total number of consumer complaints against businesses has grown fivefold from 2001 to 2011, the number of consumer fraud charges has grown sevenfold over the
same period, according to the Federal Trade Commission. Fraud accounted for 42 percent of
all consumer complaints in 2001 and more than 55 percent a decade later.49
Consumer Complaints, 2001 to 2011
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1 e Internet has made financial fraud more pervasive, and authorities fear that as Baby
Th
Boomers engage more in social media, opportunities for scams that can drain people’s savings will become even more common.
The Advisor Career
Industry Jobs Growth
The Bureau of Labor Statistics Employment Projections Project estimates the following:
||
From 2010 to 2020, the entire U.S. workforce will grow by 14.3 percent.
||
During that same time period, the number of personal financial advisors will
increase by 32 percent, a net gain of 66,400 jobs. Including retiree replacements,
the total number of new recruits to the profession will need to exceed 90,000.
||
The number of insurance sales agents is also expected to outpace total workforce
growth over the decade, jumping 21.9 percent, with a net gain of 90,200 jobs.
Including replaced retirees, the insurance industry will need to recruit a total of
184,000 new agents and advisors.50
The Need for Nontraditional Candidates
According to a University of Colorado study, most financial planners are career changers. They
spend an average of six years in another profession before entering the financial services field.
By 2020, this pool of potential early career changers will begin to shrink. Here’s why:
||
Fewer college graduates entering the workforce in this decade translates into
fewer 25- to 34-year-old career changers in the next. Because the growth rate of
21- to 24-year-olds peaked in 2011, the number of potential college graduates
will start to decline in 2014.
||
The 25- to 34-year-olds are the population that the financial services professions
have most successfully recruited. The growth in their numbers peaked in 2009,
and it will continue to decline well into the next decade.
||
By 2023, this pool of potential recruits will begin to shrink in absolute terms.
Given today’s skills gap and the increasing competition for talent, financial services practices
should expect to face greater difficulty recruiting experienced talent away from other fields
in the future.
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Year-to-Year Percent Change in Job Entrants and Early Career Changers
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25-34-YEAR-OLDS

Competition for College Graduates
||
From 2000 to 2012, the number of college graduates in the U.S. workforce
increased by a compound annual growth rate of 2 percent (11.6 million, from
36.6 million to 48.2 million).
||
Over the same time period, the number of personal financial advisors increased
at a compound annual growth rate of 6 percent (from 77,420 to 175,470).
||
Insurance sales agents saw their ranks increase at a compound annual growth
rate of 2.6 percent (from 587,560 to 842,680).
||
Only securities and commodities sales agents failed to outpace the growth rate
for all college graduates.
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1

Employment Growth Rates for Financial Services Professionals and Sales Agents
Compared With All College Graduates
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FINANCIAL SERVICES SALES AGENTS

Source: Bureau of Labor Statistics

The chart above gives each category a starting base point of 100 in the year 2000 to show
relative changes as a percent of the base for future years.
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The Changing Business
Environment

1

Advisors who provide voluntary benefits to employers will see fundamental
changes in the kinds of businesses they serve in 2020.
The businesses driving the recovery today are health care, private adult
education providers, manufacturers, and professional services such as
management consulting, financial services, and administrative services. They are
very different from construction, real estate, retail, and consumer finance — the
industries that drove the economy before the 2007–09 recession.
The businesses now emerging are less likely to offer defined-benefit plans and
other financial benefits to their employees, both because of their size and the
economic sectors in which they operate.
Traditionally, defined-benefit plans — including pension plans, health insurance,
and protection products such as life and disability insurance — were most likely
to be offered by very large employers (500 or more employees) with unionized
labor. Both of these characteristics are now in systemic decline.
The good news is that this business shift creates a growing underserved market
of people who need insurance and other financial products. The challenge is that
this market is dispersed, so the employer is still the best channel for reaching
these potential clients.
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THE CHANGING BUSINESS
ENVIRONMENT

3

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 103.

Smaller Businesses Will Drive the Economy in 2020
MARKETS

Shrinking industries consolidate, and expanding industries specialize. Therefore,
as the economy expands around the new industries noted above, potential clients
will be smaller firms with more individualized needs.

With the exception of health care, there is relatively low capital investment required for the
types of businesses now driving the economy. That will make their entry into and exit from
the market much easier.
For this reason, employee-benefit specialists will find themselves facing a much more fluid
market of small firms with relatively shorter life spans. Yet the people that these firms employ
will be more highly educated and more highly compensated than the employees of the firms
that dominated the economy before the recession.

Public Sector Retirement Plans
One way or another, the current dispute about public sector pensions and other benefits will
be resolved by 2020. While the solution is far from clear, it is generally agreed that because
both Republicans and Democrats see this battle as a wedge issue to rally their constituents,
the fight will be protracted and messy.
In 2012, state and municipal workers accounted for 15 percent of the U.S. workforce, even
after more than 500,000 positions nationwide were cut in response to budgetary shortfalls.
To add such a large population of workers to the underserved market could prove a huge
opportunity for financial services providers. The market advantage could shift from large
firms and product manufacturers selling directly to large bureaucracies, to small firms and
producer groups providing customized individualized product offerings to individuals and
small businesses.
Alternatively, public employee unions could replace government agencies as large-volume
providers of insurance and other financial products, which would keep the marketing
advantage with larger organizations.
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1
Public
and Private Exchanges
At this writing, the health insurance marketplace is in transition because of the launch of
federal and state health insurance exchanges under the Affordable Care Act (ACA). The
short- and long-term implications of the exchanges for the financial services industry are not
yet clear. Some employer-sponsored plans may shift to either public or private exchanges,
but benefits providers may also gain business from the 30 million additional people expected
to seek coverage.

Telework and Compensation
According to World at Work, a human resources research organization, 2008 marked a milestone in telework. That year, full-time employees for the first time accounted for the majority
of teleworkers.51
Telework expert Kate Lister notes that “the typical telecommuter is a 49-year-old, collegeeducated, salaried, non-union employee in a management or professional role, earning
$58,000 a year at a company with more than 100 employees.”52
The benefits of telework to both the employer and the employee are significant.
For employees facing $4 per gallon gasoline prices, the opportunity to telework three days
per week is equivalent to a $2,000 raise, given average commuting costs and tax brackets.
And employers must consider the following:
||
The Building Owners and Managers Association estimates that firms with telework policies have reduced their commercial real estate costs by 20 percent.
||
Employers have discovered that contrary to conventional wisdom, teleworkers
have proven to be more productive than their nine-to-five on-site counterparts,
not less productive.
||
The growing skills shortage is already demanding that employers expand their
talent searches beyond their immediate labor markets, making them open to
accommodating talented candidates who are unable to relocate.
These factors make teleworker accommodations — including periodic long-distance travel
to the physical job site — less expensive than relocating an entire family.
Some of the employers’ savings are also finding their way into employee compensation, both
in higher salaries and more generous benefits.
The rise of teleworkers, who will account for 15 percent of the workforce by 2020, could
present a challenge for advisors who define their markets regionally — basically undermining regional market specializations, especially for those serving employers.
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1
The trend toward telework could play to the advantage of larger financial services firms that
are able to serve broader regional markets, or to firms that define themselves as industry or
profession specialists.
Potential Challenges
Telework may create challenges for state-by-state licensing. For example, an employer might
be located in one state but have teleworkers paid from that location working either at a single
remote location, or more likely, multiple locations. So where, exactly, would those financial
services be “consumed”?
The medical professions are already beginning to face this question with telemedicine. By
2020, legal challenges to define where telemedical care was delivered (at the doctor’s office
or at the patient’s location) will probably have found their way to the Supreme Court. The
impact of those decisions will not be restricted to health care, but will ripple across every
state licensing program for every licensed profession and trade. Agents and advisors should
pay close attention to them.

The Rise of the Nonprofit Workforce
Another major trend will be the growth of nonprofit organizations as employers. According
to the Bureau of Labor Statistics, the nonprofit sector employed more than 9 million workers
in 2007, one in every 15 American jobs. This represents a workforce larger than the entire
construction industry. Johns Hopkins Center for Civil Society Studies has estimated that an
additional 5 million serve as full-time volunteer workers. Still, nonprofits are less likely to
offer financial benefits than for-profit firms, making the nonprofit workforce a huge underserved market opportunity for benefits specialists.
Given the anticipated growth rates for health care and education, as well as encore career
workers’ preference for socially valued work, one can reasonably expect the nonprofit sector
to account for a much larger share of the workforce by 2020.53
It is widely held that the benefits packages of nonprofit organizations need to be very different from those in the private sector. The reasons include:
||
Somewhat higher turnover
||
Bimodal age distribution — nonprofits’ workers tend to be disproportionately
much younger and much older, with fewer middle-aged workers than in the private and public sectors
||
Staffers who are motivated for reasons beyond simple financial incentives
Whether these factors will remain stable or change as the nonprofit sector accounts for a
larger share of the total workforce is not yet clear. What is clear is that a market of this size
should not be ignored.
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F1inancial advisors practicing in certain sectors can benefit from a better understanding of
the needs of nonprofit organizations and their employees.54 If your practice targets industries with significant participation by nonprofit organizations — for example, health-care,
education, the arts, or senior services — you would benefit from marketing programs and
product or service bundles that address nonprofits’ distinctive characteristics and needs.
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THE CHANGING BUSINESS
ENVIRONMENT

3

Opportunities for Your Practice
MARKETS

OPPORTUNITY TWELVE

Fee-Based Compensation
VALUE

A series of growing trends will push the financial services industry in the direction of fee-based advisor compensation to maintain market share.

As an advisor, you may want to seek opportunities to charge fees for your services for a variety of reasons, including:
||
The accelerating rate of product commoditization
||
The need to provide more customized and comprehensive services to meet individual and small-group needs, including retirees, mobile professionals, and the
broad middle market
||
The need to help Baby Boomers decumulate rather than accumulate wealth
||
The need to take financial education and planning to the broader professional
and middle markets to help more Americans maintain their quality of life for a
lifetime
It is important to note that changing from commission-based to fee-based compensation will likely meet resistance from some of your clients. Because commissions are often
obscured, your clients will probably think they are being charged for a service they once got
for free. Therefore, you will need to reposition your services to reflect the value of the outcome of your work — ensuring their sustained quality of life — rather than the tools you use
to achieve it.
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OPPORTUNITY THIRTEEN

Employers as Gatekeepers
MARKETS

The kinds of businesses that make up the market for employee benefits packages
will change significantly by 2020.

An increasing share of the U.S. population already works for companies that do not offer
retirement savings plans or employer-sponsored protection products such as life insurance.
This population will continue to grow as small, professional businesses become the primary
engine that drives the country out of economic malaise.
This underserved market will provide you with the opportunity to sell products and services
directly to employees, as well as to provide voluntary benefit packages to their employers.
This market opportunity should favor smaller financial services firms and producer groups
with either regional or industry specializations.
With the exception of manufacturing, the businesses driving the recovery will be more professional and service oriented than the benefits clients of the past. These businesses will have
shorter life spans, and their employees will be more mobile. Their turnover will be higher, so
financial products will need to be more portable.
Because these businesses will employ an underserved, professional population, they should
prove to be valuable gatekeepers. Their employees will need training programs on topics
such as household budgeting, managing credit, buying a home, and saving for children’s college tuitions. The training programs will be the major selling point for employers.
Of course, advisors working with small businesses could find opportunities to serve the
protection and planning needs of the client firm (for example, malpractice insurance and
due-diligence insurance) as well as the firm’s employees.
In the small-business market, as in the lifestyle management market, client knowledge will
trump product knowledge as a competitive advantage. And like lifestyle managers, advisors
in this market will be compensated more often by fees than by commissions. This is because
when you provide financial benefits to the employees of small businesses, your practice is
serving client companies whose workforce numbers and needs are quite dynamic. So you
would probably find fixed-fee compensation more attractive than sales commissions.
If you decide to pursue the small-business market, you may want to develop collaborative
relationships with other benefits providers as well as small-business overhead services such
as accounting, telecommunications, and marketing.
But perhaps your most important collaborative relationship — or potentially greatest competitor — will be payroll-processing firms. Payroll processors already take responsibility for
managing government regulations regarding employment and withholdings. Adding other
benefits to their service offerings would be a natural fit.
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Nonprofit Firms

A large share of the firms expected to be created by 2020 will be not-for-profit businesses,
whose benefit needs differ from those of their for-profit counterparts.
With tighter budgets, employees who are both much younger and much older than the general workforce, as well as staffs who are motivated by more than simple financial incentives,
nonprofit organizations are likely to need or desire customized solutions that are different
from those of their for-profit counterparts.

Encore Careers
The benefits specialist might also be able to convert some employee clients into lifestyle/
retirement management clients. Educated professionals are the most likely candidates to
move into encore careers, so many of these individuals will not be preparing for retirement
— they will be preparing for their second act. Simply offering them the traditional bundle
of financial products and services may not be sufficient. Providing products that specifically
meet their lifestyle and life-planning needs would set your practice apart.
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OPPORTUNITY FOURTEEN

Industry or Profession Specialists
The financial benefits advisor for the small-business market will still be a relatively young specialization in 2020. The practices and firms will most likely be
small, carving out niche markets for themselves and offering unique bundles of benefits and
services.55
PARTNERS

To provide benefits effectively in the small-business market, you will want to be sensitive to
the specific needs of workers employed by a firm or its industry. You might begin to specialize in specific professions because their members have more similar financial service needs
compared with an industry or a large corporation. You could also find greater economies of
scale and standardization by specializing in specific professional markets.
And after two decades of downsizing and outsourcing, technological advances and workforce innovations, people increasingly identify more with their occupations or professions
than with the company they work for or the industry they work in. This is a fundamental
change in people’s mind-set and professional self-image.
In fact, this shift could create an enormous opportunity for business associations and professional societies to become a more significant channel for marketing employee financial
benefits. Given the shorter life spans of small businesses, selling benefits through these
types of industry groups could result in portable benefits that the employee carries from one
employer to the next, and it could help to restabilize the benefits market.
Your practice could form partnerships with national trade associations in industries dominated by small businesses — consider the National Association of Realtors and the National
Association of Home Builders. This would be a much more effective strategy than working with local chapters. These national associations would want their members to have the
most appropriate packages of financial benefits available, so they would prefer to work with
organizations that can deliver and support the broadest range of solutions. This is another
example of where strong teams of specialists will be key to holding a competitive advantage
in future markets.
This approach could also lead to benefits practices concentrating around market niches, and
your professional identity could become tied more closely to your market niche than to a
geographic region. This approach would also work well for a multiline provider, serving as a
one-stop shop to address all of a profession’s needs.
Specialization by profession or industry would also encourage horizontal integration of
practices and firms across these specialty markets.
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THE CHANGING BUSINESS
ENVIRONMENT

3

Questions to Consider
One-Minute Debrief
1.

Which small-business trends and opportunities are the most interesting for your profession’s future?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

What would be the biggest challenge for your relationships with your clients in shifting
from commissions to fees? What would be the biggest opportunity?

2.

How could you work more effectively with small businesses to bring financial education
and services to their employees? To what extent can you address the desire for
customized, portable products?

3.

To what extent do you currently specialize your practice by industry or profession?
What clusters of small businesses in your marketplace could open doors to further
specialization opportunities?

First Step
What one thing will you do this year to better position your practice for success in the smallbusiness environment?

Additional copies of this worksheet can be found at gamafoundation.org.
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THE CHANGING BUSINESS
ENVIRONMENT

3

Drill Down on Trends
Smaller Businesses
Job Engine
While small businesses played a significant role in job creation before the 2007–09 recession,
their importance as employers is expected to be even more significant in the years ahead.
As the credit crisis resolves and small businesses gain better access to credit, slow job growth
among smaller businesses is expected to reverse itself. In fact, a look at the past decade of job
creation shows that smaller firms have been a more dependable job engine than larger ones.
Job Gains by Firm Size
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1hy Size Matters
W
There is an inverse relationship between the size of the firm and the likelihood that employees will be offered retirement benefits and protection products. According to the Small
Business Administration, small businesses — those with fewer than 100 employees —
accounted for 70 percent of all new jobs created from 1997 and 2007. According to the most
recent Bureau of Labor Statistics’ Employee Benefits Survey, small businesses are far less
likely to offer defined-contribution plans and life insurance coverage.56

Firms That Offer Benefits, by Size
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NOTES
51

The number of teleworkers slipped in 2009 and 2010, when employees were reluctant to be invisible in times of rising unemployment.

52

Kate Lister and Tom Harnish, The State of Telework in the U.S., How Individuals, Business, and Government Benefit (San Diego: Telework
Research Network, June 2011), 7.

53

Attempts to measure the size of the nonprofit sector labor force are relatively recent. Therefore, it is difficult to quantify a growth projection
for 2020.

54

Fortunately, data on nonprofits are becoming more readily available and of ever-improving quality.

55

In the most highly regulated industries, such as health care, the levels of industry expertise might lend themselves to be best served by large
national firms with highly skilled (and highly compensated) experts.

56

Employee Benefits Survey (Washington, D.C.: Bureau of Labor Statistics, March 2012), http://www.bls.gov/ebs.
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1
BONUS
SECTION

The Global Client

Today, most of us know people who have worked overseas, retired overseas,
or taken medical travel overseas that kept them out of the country for
extended periods of time. Any of these circumstances could apply to your
clients today, and the likelihood that offshore clients will impact your practice
in the future increases dramatically.
By 2020, an estimated 20 to 30 percent of the entire U.S. workforce will have
spent time working overseas, with the average assignment lasting three
years. Additionally, those working abroad will be among the highest paid, and
therefore most attractive, clients.
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BONUS SECTION:
THE GLOBAL CLIENT

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 115.

Overseas Workers
Where economic growth exists, jobs are sure to follow. The export of goods and services has
become much more important to the U.S. economy in recent years, and one result is that
the number of Americans working overseas has grown exponentially to better serve those
foreign markets.
Clients who accept overseas assignments tend to be better paid than their peers at home,
and they are promoted more frequently once they return home.
According to the State Department, a record 6.6 million Americans were living outside the
United States in 2011. A Gallup survey conducted the same year determined that the percentage of the American workforce employed overseas jumped from just 1 percent in 2008
to 5 percent in only three years. This trend is not a temporary response to a weak job market
at home. The primary driver of the growing expat workforce is increased offshore capacity of
U.S. companies to better serve their growing foreign markets.
While 5 percent of the total workforce may seem like a small market share, the average
length of a long-term overseas assignment is just three years.57 Doing the math, then, we can
anticipate that by 2020, more than 20 percent of college-educated workers will have spent
part of their careers working outside the country. For that reason, serving the overseas client
will very likely become a factor in your practice.
As foreign assignments become an essential career path for more and more Americans, the
industry will feel the need to overcome current prohibitions on providing financial services
to clients outside the United States.

Medical Travel
Foreign medical travel by U.S. citizens is expected to increase greatly in the coming years,
driven by the growing shortage of doctors and nurses in the United States and the resulting
longer waiting times and higher costs for domestic treatments.
A 2013 study by the International Medical Travel Journal found that 60 percent of U.S.
hospitals and clinics surveyed reported increases in medical travel in 2012 and 80 percent
57

Gallup, Inc., 2011, http://www.gallup.com.
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a1
nticipate increases this year, with half expecting medical travel to grow by 10 percent or
more over the next five years.
As more Americans seek medical care abroad and learn which countries’ quality of medical
care is equal to or exceeds that in the United States, one of the strongest psychological barriers to overseas retirement will likely erode.

Overseas Retirement
Even before the surge in overseas workers, a growing number of Americans had elected to
retire overseas. And while it is difficult to measure how many American retirees are living
abroad, it is clear the number is growing rapidly based on the variety of new businesses
emerging to support them.
For instance, several travel agencies have appeared in a new niche market called retirement tourism, offering tours that are often sponsored by foreign governments interested in
attracting American retirees.
These tours focus on countries already popular among retirees and include visits to local
tourist sites, cultural activities, and dining. They also include dinners with American expats
living in the country and sessions with local real estate agents and financial services providers. Longer-term package tours are offered for retirees who want to spend several
months visiting a country before making the decision to relocate. Such firms would make
ready resources for advisors trying to help clients decide on possible overseas retirement
destinations.
Another sign of the importance of the overseas retiree market is the fact that AARP is investing increased resources in understanding and serving it. In fact, the organization began
recruiting for an international member research director in 2013. Other organizations will
no doubt follow AARP’s lead.
As more Americans experience working and living abroad, this retirement trend will probably accelerate. Likewise, as more Americans travel to receive medical treatment outside the
country, fears of substandard health care will likely decline, further expanding the overseas
retirement movement.
And perhaps most importantly, if the forces trying to hold down health-care costs prevail
and the United States begins to make foreign medical treatments eligible for Medicare payment, the number of Americans retiring abroad could increase even more dramatically.

Restrictions on Serving Overseas Clients
Today there are country-specific restrictions that prohibit insurance agents and financial
and investment advisors from providing services to their U.S. clients who reside outside the
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1
country. As an advisor, you will not be in a position to adequately serve your clients if you
are not allowed to advise them or complete transactions on their behalf for years at a time.
This is problematic from a client service perspective and even more so when taking into
account that you face competitors who are not bound by the same restrictions.
Because different insurance and financial services companies evaluate risk differently, they
don’t all address international restrictions in the same way. While many companies limit
their advisors’ practices to “the water’s edge,” some do not. Some U.S. companies continue
to serve their U.S. clients who are currently outside the country, including processing new
transactions for them. In these cases, the client must meet some basic requirements, such as
being a U.S. citizen and having a permanent U.S. address. And the company and its advisors
do not create a physical presence in the other country and don’t advertise or otherwise try to
expand their business there. But they do continue to serve their offshore clients.
This uneven playing field will likely compel agents and advisors to push against current
restrictions that may be limiting their practice to “the water’s edge.” For you and your colleagues, the capacity to serve clients wherever they are in the world could also begin to erode
the viability of state-based licensing.
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BONUS SECTION: THE GLOBAL CLIENT

Opportunities for Your Practice
OPPORTUNITY FIFTEEN

Assisting the Global Client
As noted, some U.S. companies continue to serve their offshore U.S. clients in traditional
sales and service activities. But the results of Study One indicate that clients in the future,
including overseas clients, will expect much more comprehensive services.
Are you preparing today to assist a more global client base tomorrow? Consider the following scenarios, which may well affect your practice in the future.
Workers
To provide high-level service to clients accepting assignments overseas, you will want to
help them prepare for the particular financial challenges they’ll face in their new location,
including:
||
Quality, accessibility, and cost of health-care services
||
Children’s education needs
||
Tax ramifications of the relocation
||
Impact on retirement and savings strategies
||
Home travel needs
These clients may also require help anticipating their re-entry costs, including family relocation back to the States and preparing for possible income shifts upon their return.
Retirees
From a lifestyle management perspective, overseas retirement creates new challenges that
you may be asked to help clients resolve, including determining how to:
||
Select the country to retire to
||
Receive Social Security payments or other fund transfers outside the United
States
||
Buy and sell property in a foreign country
||
Repatriate assets to heirs back in the States
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1edical Travel
M
If Medicare is changed to include increased acceptance of medical travel, your clients could
turn to you for assistance in arranging for copayments to foreign medical providers or
financing companion travel to the destination country.
Benefits for Small Businesses
In a competitive and tight small-business labor market, you may be asked to address questions about foreign benefits such as medical travel and retirement abroad for senior staff and
owners. Knowing how to deliver services globally to employees of small businesses could
prove a valuable competitive edge by 2020 — and possibly an essential service requirement
by later in that decade.
These are just of the few of the thorny issues that you may be asked to help departing global
clients address. As a result, you could find yourself conferring with specialists that you would
not dream of working with today — travel agencies, international health providers, foreign
real estate agencies, residency experts, and more.
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Drill Down on Trends
More Globalized Businesses Create a More Globalized Client Base
Since the economy bottomed out in 2009, U.S. exports have directly accounted for nearly
40 percent of the net growth of the gross domestic product (GDP). In addition, much of the
growth in domestic business investment, the other core driver in the early years of the recovery, has been attributed to expanding the capacity of industries serving foreign markets.
Consumer spending for durable goods, a core driver before the recession, did not return to
pre-recession levels until 2012 and is expected to contribute far less to economic growth in
the years ahead.
The growth in exports began well before the recession and is therefore not expected to slow
even as other sectors gather strength. Exports’ share of total economic activity has grown by
nearly 50 percent over the past decade, from 9.5 percent of GDP in 2002 to 13.5 percent in
2012.
Constant Dollar Economic Growth by Sector
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1 Overseas Worker Market
The
Detailed knowledge of the overseas worker market is limited, but the data that exists show a
very attractive opportunity for financial advisors:
||
In 2011, the median income for all households in the United States was $50,443,
according to the Census Bureau. The IRS reported that more than half of all taxpayers filing overseas exceeded their $107,000 tax exclusion for the same year.
||
A 2012 PWC report found that firms are increasingly willing to invest in employees obtaining international experience and are more likely to promote those who
have it.
||
According to a 2013 Mercer study, the average age of those on long-term assignments is 35 to 55 years old — prime prospecting demographics for financial
advisors.

Retirees Moving Offshore
The Social Security Administration reported that the number of checks it sent to beneficiaries outside the country jumped 50 percent from 2000 to 2012. While the total number of
those checks is only 600,000, the data do not include retirees who live abroad but have their
payments deposited electronically into U.S. accounts.
Social Security Recipients Living in Foreign Countries
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One frequent question is whether people retire abroad because they can afford to leave 1
or
because they are seeking cheaper locations where their savings will go further and last longer.
Following the collapse of the housing market, the growth rate in Social Security beneficiaries
receiving checks overseas slowed, suggesting a “wealth effect” — people being more likely to
retire abroad if they have the resources to do so and staying home if they think they cannot
afford to leave.

Retiree Projections
The Center for Medical Tourism reported that in a 2011 survey on perceptions about medical travel, 21 percent of respondents aged 60 years or older claimed that they were likely or
very likely to consider retiring abroad. But in the center’s earlier research, only one-fifth
of those who expressed interest in traveling outside the country for medical care actually
did so. Applying the same percentage to those considering retiring abroad would mean that
potentially 5 percent of retirees are likely to move to other countries. And as noted above,
as more Americans work for extended periods in other countries, interest in retiring abroad
will probably grow.

Medicare Reimbursements
Americans living abroad are able to receive Social Security payments, but for medical services performed outside the United States, they are not eligible for Medicare reimbursements.
This is due to a conflict of interest between U.S. medical providers, who want to maintain
their share of total health-care spending by Americans, and other organizations that want to
lower America’s health-care costs, especially for Medicare.
The Mexican government, alarmed by the potential long-term health costs of the growing
number of older Americans retiring there, has already petitioned the U.S. government to
allow Medicare reimbursements to Mexican practitioners serving American retirees.
David G. Vequist, Ph.D., founder and director of the Center for Medical Tourism Research
in San Antonio, Tex., notes that the federal government pays for foreign medical care provided to retired members of the armed forces.
Vequist believes that the Medicare debacle could eventually lead to a political showdown on
extending Medicare payments to Americans abroad — perhaps with specific conditions or
in specific markets.
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Action Items

The insurance and financial services industry is facing profound changes in its markets in the
aftermath of the 2007–09 recession and the migration of the Baby Boom generation into their
encore years.
But times of great change are also times of great opportunity for those willing to embrace the
changes and provide value and service in ways that address the market’s new realities.
This first study in Advisor 2020, The Market of the Future, has laid out many of the market’s new
realities, and it has identified a great many professional opportunities for agents and advisors as
well as some challenges to conventional practices and perspectives.
The market perspective you have gained from this research will be instrumental to your benefiting most fully from Study Two, The Advisor of the Future.
Before proceeding to that study, please take a moment to consider your key takeaways from
Study One. Then use the following table to capture your best ideas to share with your colleagues.
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Snapshot of Ideas
Briefly capture your best ideas and opportunities here. Remember to keep it simple. Once a first
step is taken, subsequent steps are much easier.
Market

Best
Opportunities

First Steps

Value to Clients

New Skills or
Partners Needed

Baby Boomers

Middle Market

Small
Businesses

Additional copies of this worksheet can be found at gamafoundation.org.
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ST UDY

The Advisor of
the Future
Introduction to Study Two

Study One, The Market of the Future, presented a bottom-up look at your
business future, starting with the client’s economic situation and following
those events up the supply chain to understand how they will affect you
and your colleagues.
Now with Study Two, The Advisor of the Future, we take an outside-in look
at your future by examining how major forces outside our industry will
affect your day-to-day work life. Not all of the changes forecasted will
affect you personally, of course, but many will. So as you explore Study Two, keep an open mind
about how you, your team members, and your clients can benefit by embracing these changes.
Successful advisors in 2020 will be highly networked, technology empowered, and in touch
with the needs of their clients. A multitude of opportunities will provide new ways for you to
do business in a mature industry — including sophisticated sales tactics to identify and connect
with customers and new methods for providing value through highly functioning teams. You
can be one of these advisors.
As you explore Study Two you may not be surprised by any single change or forecast described,
especially if you frequently scan news and business reports. What may be surprising, though, is
the sheer impact of these changes, taken together, and the number of strategic choices you face.
Study Two includes the following:
||
An industry outlook, which presents a brief overview of major trends in the financial services environment and notes how these shifts create opportunities for smart
entrepreneurs
||
Four future business models that demonstrate possible future scenarios for advisors
working in a variety of successful firms
||
Six change drivers (which represent the heart of the study) to help you understand the cultural shifts behind the four business models, the significance of these
changes, and their implications for you and your practice
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||
A set of opportunities to get started as well as debrief and strategy questions to help
you prepare for change
||
Additional drill-down information for those who want to dig deeper into the change
drivers
||
And just to keep things interesting, four potential game changers at the end of the
study to remind us all that surprises are certain to come
At the conclusion of Study Two, you will have a better understanding of how, in just a few years’
time, your day-to-day work will be different from what you may have experienced so far in
your career. But the future arrives one step at a time. At the end of Study Two, you will have the
opportunity to identify some steps you can take now to prepare for the changes ahead.
Now please turn to the following checklist of forecasts from Study Two. Are you prepared to
address these changes today?
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CHECKLIST FOR

The Advisor of the Future
Below are 18 thought-provoking forecasts from Advisor 2020’s Study Two, The Advisor of the
Future. Use this simple checklist to determine how well you are prepared today to address the
business culture and climate of 2020.
Are You Prepared Today?

18 Advisor and Culture Forecasts

NO

1.

Successful advisors in 2020 will operate in an
increasingly diverse economy and workplace.

2.

In 2020, Baby Boomers will be exiting the workplace
and passing the torch to the Millennial generation.

3.

The Millennials will change your workplace, bringing
new ways to innovate and collaborate at a time when
creativity will be in high demand.

4.

Advisors will need to focus on a much more diverse
array of family structures and their unique risks.

5.

The family of 2020 will face increased risks as
traditional sources of financial security disappear.

6.

Consumers of 2020 will be proactive in finding the right
investment and insurance products for themselves.

7.

Advisors in 2020 will have direct access to client
information, sales leads, social media profiles, and
advanced modeling and simulation software anywhere
and everywhere they need it.

8.

Advisors in 2020 will combine excellent communication
skills with the technologies that connect them with their
customers.

YES, Here’s How
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18 Advisor and Culture Forecasts
9.

In 2020, advisors will use virtual worlds and
telepresence solutions to connect and build trust within
their teams and with their clients.

10. By 2020, advisors will use a wide range of social
technologies to participate in an increasingly connected
culture.
11. Advisors in 2020 will connect to a wide range of
networks for client and business development.

12. The threat of cybercrime will continue to rise in 2020 as
the technology tools needed to sabotage, subvert, and
disrupt businesses continue to evolve.
13. Advisors in 2020 will gain a competitive edge by using
targeted intelligence systems to turn volumes of data
into useful insights to develop and serve clients.
14. Clients in 2020 will be able to use data analytics
software to analyze and purchase complex insurance
products — and advisors will need to add extra value
through advising.
15. A tough post-recession market environment, combined
with technology and regulatory changes, will force
greater competition and consolidation in the industry.
16. By 2020, the middle market will emerge as a growth
market for advisors willing and able to capitalize on
emerging trends.
17. Over the next several years, the assets for high-networth individuals will recover and grow, but this market
could face headwinds because of tax policy changes.
18. Advisors can gain a competitive advantage by creating
a partnership of shared value and mutual support
between themselves and the communities they serve.
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Are You Prepared Today?
NO

YES, Here’s How

Industry Outlook

Changes for the Industry — Opportunities for Entrepreneurs
The 10,000-foot view of the next several years for the insurance and financial services industry, and the economy in general, reveals both changes and challenges. But these changes and
challenges also offer real business opportunities for those who see and are energized by the
openings they create.
Explore the industry challenges outlined below and recognize that each presents a significant
opportunity for the smart advisor to distinguish and differentiate his or her practice.1
Recent History
The U.S. insurance and financial services industry is a challenged and mature industry where
opportunities for growth have been scarce and can come with risks. For the life insurance
industry, the challenges have been developing for years and go deeper than just the latest economic downturn.
||
Since 1980, the number of life insurance policies and inflation-adjusted premiums
paid by customers has declined despite population growth.
||
Life insurance coverage is increasing slowly as consumers work through continued
financial and regulatory uncertainty.2, 3
||
Economic uncertainty, choppy markets, and increasing regulation continue to challenge the financial advice industry.
||
For consumers, unemployment remains high and income growth is anemic. Health
insurance premiums, a more immediate concern, continue to rise.
Trust and Values
Building consumer trust and understanding today’s shifts in consumer attitudes will be key to
the growth and success of your practice. This makes it even more important that you take every
opportunity to help your clients secure their financial futures, and in doing so, secure your own
future success.
You benefit from the fact that today’s consumers are seeking greater financial security and risk
management, but you must overcome the fact that many are also skeptical of financial institutions and advisors. For example, less than 15 percent of the public reported trusting financial
advisors and insurance agents.4
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One reason consumers are looking for greater financial security is the increased amount of risk
that employers are shifting to their employees. Defined-benefit retirement plans have declined
dramatically in the private sector and are under significant pressure in the public sector.5 (See
also pages 64-68 in Study One.) By the same token, companies are cutting back or trimming
many insurance benefits, including health6 and disability7 insurance, and may look to cut
group life benefits in the near future.
The shift of risk to consumers is likely to drive
them to well-positioned advisors and firms
for insurance and retirement solutions that
provide the stability and security employers
are no longer providing with their benefits
packages.

Sustainability — Protect the
environment, human and animal
rights; preserve opportunities for
future generations

A long-running recession and poor employment environment have also changed
consumer habits, especially among the
Millennial generation (those born between
1982 and 2001). More of these consumers
have shifted their spending to mindful consumption and businesses that demonstrate:

Connection — Interact, care, and
empathize with customers and the
community

||
Sustainability
||
Community
||
Connection

Community — Act responsibly with
others to meet local and societal
needs and priorities

Quality — Offer good value and
proven outcomes at a fair price
verified by customer reviews
Creativity — Apply imagination and
innovation to make the ordinary an
extraordinary experience

||
Quality
||
Creativity
Their purchases are now about more than simply consuming; they are also about investing in
what matters. They are looking for more than just the best price or the most features. They are
spending their hard-earned, and often rare, discretionary income on high-quality goods and
services that provide good value, reflect their own values, and support their communities.8
Financial and Regulatory Environment
These changes in consumer and business attitudes are likely to continue through 2020 as
income and asset growth remains depressed. The global Baby Boomer generation is moving out
of its productive years, drawing down personal savings, and placing greater burdens on social
welfare programs.9 This will put downward pressure on government programs and benefits,
especially health care and pensions for government employees.
At the same time, the global financial system is in a massive process of deleveraging as many
countries have reached the end of sustainable growth in public and private sector debt.10 Budget
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deficits will also jeopardize the preferential tax treatment for retirement investments and
annuities.
Consumers’ financial stress is easing with the recent recovery in housing prices11 and the stock
market. The combination of the recovery of the housing and stock markets following the 2007–
09 recession means that, in nominal terms at least, U.S. households have gained back all of the
$16 trillion of net worth that was lost in the housing crash and subsequent financial crisis.12 The
effects are flowing through to local, state, and federal governments, where budget deficits are
easing.13 Still, the unemployment rate remains high, and the economy has yet to experience the
reduction of the unprecedented economic stimulus provided by the Federal Reserve.14
The insurance and financial services industry is likely to face a number of new regulatory hurdles, from consumer protections to new taxes. The 2010 Dodd-Frank Wall Street Reform and
Consumer Protection Act provided the framework for better oversight of financial institutions
and professionals, including the establishment of the Consumer Financial Protection Bureau
(CFPB) and Federal Insurance Office (FIO). Both of these new agencies will increase the oversight and reporting requirements of advisors and may intervene more directly in the market.15
However, many reformers believe the Dodd-Frank act didn’t go far enough in protecting consumers or reducing systemic risk in the financial system. They could push for stronger federal
oversight, limits on risky financial products, and the breakup of large financial institutions if we
face another round of financial instability or large losses at financial organizations. Regulators
could also look abroad for new regulatory models to protect consumers, adding external impetus to a shift to fee-based compensation. This could be in conjunction with a shift toward a
global standard that favors advisory fees over commissions. Another change could be further
separation between producers and distributors of financial and insurance products to reduce
potential conflicts of interest.
Opportunities in Times of Change
The challenges above reveal a complex environment for your practice. In addition, many exciting change drivers will be presented here, and it’s important that you recognize how significant
and powerful these trends are.
The scenarios in the next section, as well as the six change drivers that follow, describe different
ways you can succeed for your clients and yourself, even in the midst of change. Seizing just a
few opportunities from this research and executing them well can make all the difference.
Your clear-eyed view of the challenges of today, and the powerful trends propelling us into the
future, will spark your own creative ideas about how your practice can begin to shift now to
enjoy even greater success in 2020.
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Tim Hill, Marc Slutzky, and Neil Cantle, Emerging Risks in the Marketing & Distribution of Life Insurance & Annuities (LIMRA and
Milliman, Inc., Aug. 13, 2010).
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A survey conducted by Best’s Review of 2,400 agents and brokers showed that four out of 10 respondents reported flat revenue or revenue
growth under 10 percent. Roughly 37 percent of respondents had seen cuts in their commission rates.
Al Slavin, “Is Flat the New Normal?,” Best’s Review (April 2011), 48-52.
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Future Business Models

Images and Ideas for the Future
The following scenarios illustrate four distinctively different future practices for advisors based
on the six major change drivers in our research. They were designed with a variety of types of
advisors, firms, and industry sectors in mind. Each scenario features an advisor’s unique path
to success.
These are not predictions of the future. Their purpose is to provoke your imagination, raise
fundamental questions about your goals and your practice, and stretch your vision of what is
possible and achievable. Each scenario should offer something that will resonate with your situation and sense of the future.
As you choose your own strategies for success, you can use these scenarios as a tool to think
creatively and imaginatively about your own future. These four scenarios — and others you
might imagine — will help you develop meaningful strategies for yourself, your practice, and
your team. They will help you choose a career path and development opportunities that align
with your goals.
Read each scenario closely, even the ones that seem most unlike your situation. Understanding
why you would not choose a particular path can help you choose the right path and equip you
for a successful journey into the future.
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MODEL ONE

Connected Entrepreneurs: Teams Providing Value for Demanding Clients
It’s the end of 2020 and Del-Mar Advisors is closing the books on a successful year. To reach
this point, Del-Mar had to make a serious investment in its long-term vision. It’s also the end of
Tom Johnson’s first month working at the firm.
Tom logs on to his virtual dashboard to see what his clients are doing. He immediately sees a
real-time request from a multimillion-dollar client asking about the performance of the precious metals section of his portfolio. He knows this is due to the recent rise of the dollar as
the Federal Reserve is raising interest rates again. But he requests his advisor team’s preciousmetals specialist send him the latest on metal prices.
He also sees a question from a team member about the new tax regulations on Del-Mar’s line
of customizable variable annuities. The new regs are a part of Tom’s specialty area at the firm.
Before joining Del-Mar, he was an independent advisor with a good reputation for structuring
insurance solutions to the tax needs of his affluent clients.
Tom joined Del-Mar because his high-net-worth clients demanded more than just expertise
in insurance and financial services. They wanted an advisor who could manage investments
across an entire portfolio, from insurance products to hedge funds. He found that he couldn’t
devote enough time as an independent advisor to become an expert in all the areas that were
important to his clients.
Now Tom can specialize in the areas he knows best and use the skills of his advisor team to
meet his clients’ growing demands. In addition, the advisor team is connected to the most
sophisticated market intelligence and data analytics system in the industry. Now Tom can drill
down to the markets that matter, develop new leads from social media, and deliver highly customized solutions for clients’ complex needs.
Perhaps most important for Tom is the security of knowing that there are always people available on his advisor team when he needs them. While advisors have their own clients and
specialties, they are always there to support one another.
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THE OPPORTUNITIES AND DECISIONS UNDERLYING

Connected Entrepreneurs – Teams Providing Value for Demanding Clients
Change Driver

Opportunity

Decision

Practice Development in a
Diverse Economy (page 141)

Developing specialties as part
of an empowered team

Make a career plan that
enhances your skills in key
specialty areas.

The Shifting Needs of
Consumers and Advisors

The continuing increase in the
wealth of affluent clients

Pay close attention to changes
in tax law and regulations that
can affect insurance products.

Technology for Powerful
Sales and Service (page 167)

Connecting clients and
advisor teams through new
technologies

Experiment with new video
and virtual conferencing tools.

Managing Privacy and
Security in the Networked
Age (page 181)

The importance of data
security

Ensure your data security
systems and procedures are
up-to-date, and communicate
these measures to your
clients.

Advanced Tools
and Insights for Advisors —
and Consumers (page 195)

Maximizing the availability of
and capacity to use big data

Explore your firm’s ability to
do data mining through CRM
platforms.

Shifting Business Models
Redefine the Industry

The use of high-functioning
advisor teams by large firms

Work on improving the
interpersonal skills needed to
perform as part of a team.

(page 155)

(page 207)
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MODEL TWO

Middle-Market Mavens: Expanding the Client Base
The middle class is growing, and Martin, Stevens & Wood (MSW), a firm affiliated with one of
the leading insurance carriers in the country, is leading the industry in revitalizing the middle
market. Heading up the effort is MSW’s savvy cadre of young, well-trained advisors like Jane
Nguyen.
Jane assembles her virtual office in her San Diego apartment. She’s thankful that it’s a virtual
commuting day as the traffic in San Diego is a real mess this morning. With a flick of the hand
she closes out the traffic map, logs in, and pulls up the day’s call list.
A green light appears, letting her know that the first caller will arrive shortly. She smiles upon
seeing that the caller is a friend and first-time life insurance buyer she met through the social
media networking plan she developed with her mentor, Jason. Landing first-time buyers is one
of the key metrics for success at MSW, and Jane excels at reaching first-time buyers through
online networking.
MSW recruiters identified Jane early in her college career as an “influencer” on social media
and reached out to her with an internship opportunity as a junior. She was immediately plugged
into the firm’s leadership development system, and she learned as much about insurance and
financial planning in her first three months at MSW as she had in many of her business classes.
The knowledge she gained comes back quickly to her as the customer’s virtual presence appears
in the office. Like Jane, the client is a young professional building her career and planning for
her young family. Jane helps her client quickly customize a term life product from among an
array of options and rates, based on her risk profile. To her client, the product and experience
seem completely tailored to her needs, but in reality it is a fairly standard package mass-customized for a basic level of protection with a high level of customer service.
Later, at the end of the day, Jane goes through her in-office schedule for tomorrow. First up is a
key appointment with Jason on face-to-face sales techniques. Jason is an expert in face-to-face
and has been vital in helping Jane gain the skills she needs to move to a commissioned sales
role at Martin, Stevens & Wood. Perhaps one day she’ll be the one mentoring a fresh college
graduate entering the business.
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THE OPPORTUNITIES AND DECISIONS UNDERLYING

Middle-Market Mavens — Expanding the Client Base
Change Driver

Opportunity

Decision

Practice Development in a
Diverse Economy (page 141)

Accessing high-quality career
development resources

Look for mentorship
opportunities and explore
virtual continuing-education
options.

The Shifting Needs of
Consumers and Advisors
(page 155)

Women as a growing part of
the advisor sales force and
client base

Work on trust-building
techniques, and research
products that fit the unique
needs of women.

Technology for Powerful
Sales and Service (page 167)

Leveraging new virtual
distribution channels

Monitor the development of
virtual distribution channels
and experiment with them as
they emerge.

Managing Privacy and
Security in the Networked
Age (page 181)

Creating trust in a multimedia
environment

Interact with clients across
multiple channels, including
face-to-face meetings.

Advanced Tools
and Insights for Advisors —
and Consumers (page 195)

Utilizing social networks

Continually look for best
practices and new technology
for mapping social networks.

Shifting Business Models
Redefine the Industry

Virtual delivery of mass
customizable low-cost
products

Monitor the development of
new products, and look to add
value to client interactions
and advising.

(page 207)
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MODEL THREE

The Consumer-Centric Advisor: Capitalizing on Niche Relationships
Ramirez Advisors is wrapping up a good year in 2020, even as many of its more affluent clients
struggle with rising tax rates.
The federal government and states have been raising income taxes to cover increased health
and pension costs from an aging population. Susan Ramirez and her brother Danny have capitalized on the changes by selling life insurance solutions, which have kept their preferential tax
treatment.
Founder Danny Ramirez is a national leader in financial planning for same-sex couples. Seven
years ago, he brought in his sister Susan in to head up the family firm and infuse new thinking.
She used her extensive network of women executives in the tech industry to build a business
that spans the country, although she herself is rarely away from her children and young grandchildren in the Pittsburgh area.
Nowadays, virtual worlds are robust enough that she can do almost all of her advising online.
Even with all the time-saving technology, she has acquired so much business lately that she is
now farming out a lot of it to her network of colleagues. Access to that technology has been her
biggest headache for the past year.
Ramirez Advisors has been partnering with a larger firm formed by one of its former mentees
to access its back-end support system. So far the agreement has worked well for both parties,
though Danny remains fearful that their partner may try to gain access to Ramirez Advisors’
valuable social media networks.
Susan is more confident. They’ve paid top dollar for a personalized data security system, and
she doubts that the clients they’ve cultivated over the last decade would suddenly jump ship to
a new advisor.
Susan tunes in to her social network feed before shutting down her personal mobile device for a
couple of hours, disconnecting from the ever-present network. There are no emerging trends or
alerts from her client network. No clients or friends are showing public profiles in the immediate vicinity, just the usual collection of location-enabled personal posts, photos, and i-videos.
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THE OPPORTUNITIES AND DECISIONS UNDERLYING

The Consumer-Centric Advisor – Capitalizing on Niche Relationships
Change Driver

Opportunity

Decision

Practice Development in a
Diverse Economy (page 141)

Drawing on personal networks Expand your business
for skill development and
networks and look for
assistance
win-wins with colleagues,
mentors, and mentees.

The Shifting Needs of
Consumers and Advisors

Creating trust and value

Strengthen relationships with
current and former clients.

Technology for Powerful
Sales and Service (page 167)

“Everyware” interactivity with
clients

Set clear boundaries between
work and private life.

Managing Privacy and
Security in the Networked
Age (page 181)

Protecting valuable firm and
client data

Invest in good security
systems and robust security
policies.

Advanced Tools
and Insights for Advisors —
and Consumers (page 195)

Drilling down to the markets
that matter

Use data analytics to identify
overlooked niche markets.

Shifting Business Models
Redefine the Industry

Serving new segments of
high-net-worth clients

Watch for regulatory or
tax changes that could
dramatically alter the value
of insurance or financial
products.

(page 155)

(page 207)
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MODEL FOUR

A Shared-Values Business: Growing With Communities
James Weston enjoys a quiet moment in the executive office of Weston & Sons. Above him, four
generations of Westons stare back at him from their oil and canvas perches. In just a few days
the portrait of his father, Thomas, will join them and James will take over the front office.
During the last 10 years, James learned a lot about the Weston legacy from his father. His
great-grandfather founded the firm 120 years ago to provide insurance to African-Americans
coming up from the South, and for decades it was one of the premier insurance firms serving
the African-American community. They knew the community like no one else and were able to
keep larger companies at bay by sharing the values of the community they served.
Now the community is changing and Weston & Sons needs to change as well. The church
and fraternal clubs his father used to frequent for business are shadows of their former selves.
Younger members of the community are thinking on a larger scale and are connected globally.
Their values go beyond geographic boundaries, and Tom knows his family firm needs to connect with those values if they are to remain relevant.
Last year he convinced his father to invest in a new customer relationship management platform with advanced data analytic capabilities. He was able to find connections between the
sons, daughters, nieces, and nephews of current clients. Weston & Sons is now able to get a
handle on what its clients value by seeing how they are all connected through social networks.
James opens up the CRM system to find out what’s happening in the new community. He
immediately sees potential new customers connecting to the firm through its new online social
network to help restore city parks. He discovered through mining his client’s social networks
that many of them were traveling over an hour to take their kids to safe green spaces and felt
compelled to do something about it.
Looking further at various social networks, James sees a pattern that connects his community
with another in East Africa. He’ll need to explore further, but perhaps this is a clue to another
way to connect to his community’s values. James doesn’t know where this virtuous circle of
shared values is headed, but he knows that Weston & Sons will be there for the community no
matter where it might migrate.
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THE OPPORTUNITIES AND DECISIONS UNDERLYING

A Shared-Values Business – Growing With Communities
Change Driver

Opportunity

Decision

Practice Development in a
Diverse Economy (page 141)

Developing cultural
competency and emotional
and social intelligence

Put aside time to develop key
skills and conduct community
outreach.

The Shifting Needs of
Consumers and Advisors

Creating shared value

Look for areas where you can
create shared values between
you, your clients, and the
larger community.

Technology for Powerful
Sales and Service (page 167)

Mapping social networks

Keep in touch with CRM
advances that let you map
your social networks and look
for trends.

Managing Privacy and
Security in the Networked
Age (page 181)

Overcoming client concerns
about privacy and security

Educate your clients about
their privacy and security
concerns and emphasize the
value of social networks.

Advanced Tools
and Insights for Advisors —
and Consumers (page 195)

Looking for both local and
global connections

Use data analytics to identify
connections that may reveal
client values.

Shifting Business Models
Redefine the Industry

Building trust through affinity
marketing

Take advantage of your firm’s
affinity marketing programs.

(page 155)

(page 207)
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Change Drivers for 2020

You’ve explored four future scenarios and seen a variety of potential career paths. Now it’s time
to drill into the six major change drivers that underlie them. These change drivers will help you
identify the future skills and competencies you’ll need for your career development, the capabilities you’ll need for a successful practice, and the business development opportunities that are
most attractive for your future.
You may not be able to change the big picture of what the insurance and financial services
industry will become; those forces of change need to be understood and monitored, but they
are largely beyond the control of any single person, firm, or company.
However, there is a lot you can do. These six change drivers will help you identify your best
opportunities to grow your practice and build a personal brand for your future success:
||
Practice Development in a Diverse Economy
||
The Shifting Needs of Consumers and Advisors
||
Technology for Powerful Sales and Service
||
Managing Privacy and Security in the Networked Age
||
Advanced Tools and Insights for Advisors — and Consumers
||
Shifting Business Models Redefine the Industry
The change drivers are the heart of this study because they require action on your part. They
open you up to the aspects of the future that you can influence.
Each change driver includes opportunities to help you get started, as well as debrief and strategy questions to help you identify specific steps you can take today to seize the opportunities
before you.

CAREER

CAREER

CAPABILITIES

CAPABILITIES

BUSINESS
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CHANGE
DRIVER

1

Practice Development
in a Diverse Economy

1

Highlights
||Advisors in 2020 will build their practices in an increasingly diverse economy
and workplace.
||Understanding and serving niche markets will be a foundation of the
successful advisory practice.
||Baby Boomers will be exiting the workplace and passing the torch to the
Millennial generation. Boomer involvement will be crucial to preparing the
Millennials to succeed.
||The Millennials, with their high-tech upbringing, will introduce new ways to
innovate and collaborate at a time when creativity will be in high demand.

Top Trends to Watch
||Increasing diversity in the workplace and the economy
||Baby Boomers pioneering new forms of retirement
||Millennials entering the market for insurance products
||Growing demand for creative and connected workers
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PRACTICE DEVELOPMENT IN A
DIVERSE ECONOMY

1

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 151.

Marketing in a Diverse Economy
Rapid population growth in immigrant communities will transform the United
States into a minority-majority country. Second-generation immigrants will
CAREER
become a large part of the advisor ranks and potential clients as they increasingly
enter the workforce, start families, and look to build their wealth.
Now more than ever you need to develop your skills and your networks to tap into these
growing markets. The key to reaching these markets, like most markets, will be developing a
high level of trust and confidence with clients. Second-language skills also will be useful, but
the real impact will come from what people now call cultural competency: the combination
of emotional intelligence and social intelligence that allows you to effectively interact with
people of different cultures and socioeconomic backgrounds.
To work successfully in diverse markets,
you will need to go far beyond the generic
Emotional Intelligence — The
demographic and ethnographic profiles
ability to control your own emotions
that are widely available today. For examand the emotions of others
ple, you will need to drill down beyond,
Social Intelligence — The ability to
say, women of color to the subsegments
effectively manage complex social
and niche groups that are part of your
situations and relationships
professional network. This might include
working with a close client or community
organization to understand and reach out
to second-generation Ethiopian women
in the greater Washington, D.C., metro area. Developing these close connections and building your knowledge of underserved niche markets will be the path to a successful practice
within the country’s changing demographics.

Demographic Changes Create Opportunities
The next decade will see the largest generational change since the Baby Boomers entered
the workforce. The Boomers will enter retirement age and in the process reshape how we
view the workplace and the institution of retirement.16 At the same time, a larger number of
Millennials, the children of the Boomers, will be entering the workforce.17 Smart advisors
will explore the market opportunities on both sides of this generational divide.
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1any Boomers will want to remain engaged in the workforce long after they have passed
M
retirement age, and they will present new opportunities for advisors. They will have questions about how delaying retirement will affect their insurance and financial planning needs,
especially as new programs such as phased retirement programs, tailored benefit packages,
and job sharing become more common. They will also need assistance in how to manage the
complex process of decumulation (see page 39 in Study One).
Meanwhile Millennials will become a more attractive market as they advance in their careers
and start families. These younger adults will be looking for fairly basic insurance protection as they enter the market for the first time. Most will go to online sites to find, compare,
and contrast different insurance products. Advisors must have a presence online and on the
social networks that these younger consumers prefer.18
These same generational transitions are occurring inside insurance and financial services
companies. Older Baby Boomers are beginning to ease out of the workforce, and where
companies take succession planning seriously, they are preparing the Millennial generation to join Generation Xers in taking over key responsibilities. In the near term, they may
simply be focused on making sure the day-to-day work gets done. But for long-term success,
these older advisors will need to pass along the wisdom they have acquired about creating
trust and sustaining client relationships.

Women Are Underprotected and Underserved
A key opportunity for advisors looking to build their practices will be connecting with the
growing market of socially mobile and independent women.
Women bring in, on average, one-third of family income and are making more and more of
the financial decisions for their households.19 This is of course already true in the growing
number of households where women are the primary or sole breadwinner. 20
Still, women continue to be less likely to have life insurance, or at least to have less total
coverage, than men. Surprisingly this holds true even at the highest levels of achievement.
Women with personal incomes of $100,000 or more are less likely to have individual or
group life insurance than men with similar incomes.21 Women are also less represented
among financial advisors and insurance agents.22
This is a growing and underserved market for advisors. Women are quite receptive to the
idea of life insurance, and they often don’t feel confident about their current financial situation, which can open the door to other financial services. The key is to work closely, build
trust, and address the unique financial needs of professional women. 23
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1

Updating Skills for the Creative
Job Market
The skills required of advisors today far
exceed those of 20 years ago, and that
shift will accelerate in the coming years.
Simple, repetitive jobs have largely been
automated, and globalization is rapidly
removing from the U.S. job market the
types of jobs that can be done remotely.
What will remain in the future are jobs
that require higher-level skills — specifically creativity, connectivity, and a high
degree of personal interaction.24

Creativity – Examining client
expectations, needs, and
goals to identify alternative
recommendations and solutions
that meet those needs in specific
and novel ways
Connectivity – Participating in,
bringing value to, and leveraging
the value of a wide variety of social
and professional networks
Personal Interaction – Being
available to and in regular
communication with your clients

You will need to embrace both creativity and connectivity in your professional
development, and you will need to continually update your skills through online
professional development resources. You will also be expected to interact with your clients
on a much more regular and consistent basis, both face-to-face and through virtual media.
Many advisors will also shift from commissioned sales of commoditized products to fee-foradvising and noncommissioned team-based models. If you are one of these advisors, you
will likely spend more time developing your financial knowledge and client-management
skills and less time prospecting for the next sale.

Building Trust, Relationships, and Social Influence
In the very long run, decades in the future, it is possible that new technologies will remove
low-skilled work completely. Some futurists and technologists, particularly those who study
advances in nanotechnology, computing, and robotics, believe that the continual automation of work could lead to the development of a “post-scarcity” economy where most goods
and services are free or close to free.
Some of these economies already exist in virtual worlds and open-source communities.
There the economy runs on things other than money. It runs on trust, relationships, and
perceived social influence. Pay attention to these currencies. They should only grow in
importance, even if the development of a true post-scarcity economy doesn’t occur in the
time frame addressed in this report.
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PRACTICE DEVELOPMENT IN A
DIVERSE ECONOMY

1

Opportunities to Get Started
Challenge

Personal

Team

Client

Succeeding in a
Diverse Economy

Look for ways
to improve your
outreach to important
niche markets.

Learn and share
with fellow advisors
the skills needed to
succeed in diverse
markets.

Be inquisitive about
different cultures;
when in doubt, ask.

Developing Social
and Emotional
Intelligence

Take a selfassessment and
develop a plan to
improve.

Talk with your
field leaders
and co-workers
about areas of
improvement.

Ask your clients what
they value most; then
strive to work from
their perspective.

Learning From Other
Generations

Look for
opportunities where
you can share
knowledge and skills
with older or younger
advisors.

Create a professional
network of
colleagues from
different generations.

Use generational
preferences
as a guide to
understanding client
needs.

Leveraging Digital
Learning

Set up a personal
professional
development
plan and look for
online resources to
support it.

Use digital platforms
to share knowledge
and skills across your
team.

Look at providing
online educational
resources as a way to
help clients.
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PRACTICE DEVELOPMENT IN A
DIVERSE ECONOMY

1

Questions to Consider
One-Minute Debrief
1.

Which diversity trends and opportunities are the most interesting for your practice?

2.

Do you have a personal development plan? What skills does it address, and how do
those skills relate to where you want your practice to be in five years?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

What are the market niches that you want to focus on? Who are the influencers in your
network who can help you reach those markets?

2.

What would you like to learn from older or younger advisors? Who can you approach to
learn new skills?

3.

How can you improve your social and emotional intelligence to better achieve your
career goals?

First Step
What is the one thing you will do this year to increase your success in diverse markets?

Additional copies of the worksheet can be found at gamafoundation.org.
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PRACTICE DEVELOPMENT IN A
DIVERSE ECONOMY

1

Drill Down on Trends
The Influence of the Second Generation
The Census Bureau estimates that ethnic and racial minorities will outnumber non-Hispanic
whites in little more than a generation. 25 This is due mainly to the children of immigrants,
the fastest-growing subsegment of the U.S. population.26 Studies of children of immigrants
show they have higher rates of college education, higher incomes, and higher rates of home
ownership than their parents. 27

The Graying Workforce
The Baby Boomers, the cause of so much change 50 years ago, will be exiting the workforce
in large numbers. The Census Bureau projects that between 2000 and 2020, the elderly population — those aged 65 and older — will grow by more than 36 percent. 28 The Boomers will
not only be the largest generation to enter retirement; they will also be the most educated,
wealthiest, healthiest, and most diverse generation to do so. 29

The Challenge of Getting Old
Older workers have been hit hard by the current jobless recovery. The Government
Accountability Office reports that 55 percent of unemployed workers have been actively
seeking a job for more than half a year. 30 Nearly 60 percent of workers aged 45 to 74 have
experienced age discrimination, according to a 2007 AARP survey.31 The growing number
of long-term unemployed among older workers will likely have a long-term impact on their
overall health and their ability to retire.

The High Cost of Being Young
High levels of student debt and youth unemployment have left many Millennials in a precarious situation. Roughly 40 percent of Millennials have more debt than savings, and they
are much more likely than previous generations to have experienced unemployment, pay
cuts, or a reduction in hours. 32 Roughly 75 percent of Millennial households would only be
able to cover everyday expenses for a few months if the primary wage earner passed away. 33

The Rising Cost of Higher Education
At least part of the rising debt levels among Millennials can be attributed to the high cost of
college. Cash-strapped state governments have cut funding for higher education, leading to
increased tuition and leaving more than 94 percent of college graduates with debt. 34
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1
Cultural
Competency
Of particular importance for advisors looking to prepare for the future is where emotional
and social intelligence intersect with the skills needed to interact effectively with people
of different cultures and socioeconomic backgrounds. This is often referred to as cultural
competency and is a key skill that many firms are looking for in new advisors. Diversity of
thought and background improves team performance and makes it easier for teams to tackle
tough challenges.35

Social Intelligence and Emotional Intelligence
Social scientists, psychologists, and business managers are coming to the conclusion that
more than just IQ is needed for success. Emotional intelligence is a relatively new field of
study that looks at the ability of individuals to control their emotions and those of others. 36
Social intelligence describes the capacity to effectively navigate and negotiate complex social
relationships and environments.37 Many researchers believe that both emotional and social
intelligence are attributes that can be improved and that they play a role in work performance, especially in jobs that require lots of interaction.
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DRIVER

2

The Shifting Needs of Consumers
and Advisors

1

Highlights
||The modern family faces a broader array of risks than at any time in the
past, while many of the traditional sources of financial security no longer
exist.
||Consumers will become much more proactive in finding the right insurance
and investment solutions to meet their needs.
||Younger advisors are more likely to insist from the outset they get what
their older colleagues have worked long and hard to earn: purposeful work,
sufficient autonomy to control their own work, opportunities to learn and
advance in their careers, and good work-life balance.

Top Trends to Watch
||Women as primary breadwinners and financial decision makers
||Growth in new consumer markets such as single parents, extended
multigenerational families, and LGBT (lesbian, gay, bisexual, and
transgender) families
||Online avenues for information gathering and product sales
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THE SHIFTING NEEDS OF
CONSUMERS AND ADVISORS

2

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 165.

The New Risks to the Modern Family
Across the United States, every generation of consumers expresses the desire for
a financial plan.38 The key for you as an advisor will be having access to a portCAREER
folio of products and services that allows customized solutions to address each
household’s unique risks.
Life and disability insurance were developed in a time when the nuclear family was the norm
and the family needed to be protected from a husband and father’s untimely death or disability. But in the 21st century, the nuclear family is no longer the norm.
In 2010, nuclear families with their own children made up just 20 percent of the population.39 At the same time, the numbers of single-parent families, unmarried couples, and
families formed by divorce and remarriage have been steadily growing.
The industry will also see increased growth in alternative family types, particularly in states
that allow same-sex marriage and adoption.
As an advisor, you will increasingly need to seek out financial security solutions that address
the new risks to modern families, including career women, single parents, LGBT couples,
and individuals concerned about protecting their extended families.

Trust and Consumer Expectations for the Next Decade
The biggest professional challenge you face in the near future is consumers’ lack of trust in
financial service professionals in the wake of the global financial crisis of 2007–2012.
First, the bad news: Consumer trust in the insurance and financial services industry, which
had never been particularly high, hit an all-time low in 2008. This has had a direct impact on
sales, as seven out of 10 new consumers decide whether they can trust an advisor during the
first meeting, and that trust is vital to sales.40
But there is opportunity for you here as well. The financial crisis has heightened consumers’
desire to reduce their risks, and they are turning to companies they feel share their values.
Consumers are getting little relief at work as employers cut back on benefits, ranging from
defined-benefit pensions to health insurance. Most consumers have been left to fend for
themselves in investing for retirement and to pay more of their own health insurance costs.
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1elated to the rising costs of health care is the need for many families to arrange for longR
term care for themselves and loved ones. Premature mortality is less of a concern for
wealthier dual-income households who believe they can self-insure.
Most of the public not only needs what you have to offer, but more importantly, they know
they need it. Still, building trust with them will require meeting them where they are — providing the types of solutions that address the real risks faced by today’s families. Products
that combine life coverage with protection against additional risks will likely face higher
demand in the future.41

More Advisors Seek Purposeful Work
As the generational shift continues in the industry, you can expect to see some changes in
what your fellow advisors value and how they choose to work. Tomorrow’s advisors will be
motivated by an even greater desire to do well by their clients and society.
Multiple surveys show an increasing number of people would choose purpose in their work
over higher compensation. Millennials are more likely than any other age group to sacrifice pay for making an impact on the world. Their priorities include seizing opportunities
to increase their knowledge and skills, which supports their career success today and gives
them the freedom to respond to changing conditions. They also value collaborative work
environments and want the flexibility to strike a good work-life balance.42
These younger generations of advisors will expect their companies to earn the trust of their
clients and the public. Young advisors are more likely to share a diversity of life experiences
and values with their clients, and they will bring these sensibilities to bear on their advising.
If they are willing to champion their clients’ changing needs in the face of lagging corporate
practice and products, they could become a powerful force in restoring trust in the industry.
As what advisors value changes, their firms and companies will need to adjust how they
organize and compensate work. Today’s younger workers want the autonomy to direct their
own work; to master the knowledge and skills required for the job; and to have a purpose
that is larger than themselves.43 They may still meet sales quotas, but it will be because they
want to think and act like entrepreneurs. What will excite them most will be opportunities
to learn and solve new challenges for their clients and companies.
Interest in fee-based advising may grow as consumers seek out relationships of trust and
advisors look to be rewarded for the impact they have in clients’ lives. Advisors who prefer
more collaborative work environments may also embrace team-based client service and
compensation systems that reward shared effort.
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1

New Demands From New Generations

Consumers are looking for new ways to educate themselves and interact with advisors outside of a face-to-face meeting. This is especially true of younger customers, who often use
the Internet and social media to educate themselves before buying products.
Tools such as online quote generators and purchasing will make it easier and cheaper to
reach consumers. As technology empowers customers, they will find it easier to compare
more complex plans and to use modeling and simulation tools to find plans that are the right
fit for them.
Using technology to create greater transparency will be even more important as younger
generations enter their prime earning years. Consumers in their 20s and 30s are used to
shopping online, and they often compare products and services through websites that provide product reviews and price comparisons. They are able to find out almost anything they
want to about a product or service, and they reward those companies that are open and
transparent.44
Younger consumers may prefer a face-to-face or virtual face-to-face meeting before making
a purchase, especially for more complex products, but only after they have had the opportunity to educate themselves (rather than meeting with you to become educated). Asking them
to sit down for a meeting before they have the basic information is extremely off-putting.45
For these younger clients, especially, you will need to take into account the different ways
that consumers prefer to gather information — and then help them develop the financial
understanding to make wise decisions for their future.
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Opportunities to Get Started
Challenge

Personal

Team

Client

Serving the Modern
Family

Seek a broader array
of policies that meet
different needs and
risks.

Assemble quality
statistics and market
information on
alternative families.

Understand client
goals, values, and life
stage needs.

Building Trust

Build your personal
brand around client
trust and service.

Require strong
consumer-protection
policies within your
team.

Ask for referrals from
satisfied customers,
and work to educate
new customers.

Selling to Younger
Clients

Explore social media
for networking
opportunities.

Provide a seamless
experience from webbased resources to
custom products and
client consultations.

Provide multiple
channels for
consumers to
educate themselves.
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Questions to Consider
One-Minute Debrief
1.

Which consumer trends and opportunities are the most interesting for your practice?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

To what extent are you providing easy ways for clients to get resources online and then
reach you for additional information?

2.

How are you preparing to better meet the financial needs of today’s diverse families?
What better selection of products might you offer to address some of their unique risks?

3.

How do your clients gauge your trustworthiness today? What, if anything, is your
reputation based on? What one step might you take this year to enhance this aspect of
your reputation?

First Step
What is the one thing will you do this year to more effectively meet the needs of today’s
consumers?

Additional copies of the worksheet can be found at gamafoundation.org.
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Drill Down on Trends
The Non-Nuclear Family
The traditional nuclear family with a primary breadwinner and 2.5 children — the basis of traditional life insurance — is rapidly becoming a thing of the past. Only 17 percent of households
have a husband in the workforce and a wife who is not. Women now bring in one-third of the
family’s income on average, and many are now the primary or sole breadwinners.46 Women are
also much more likely to be raising kids alone, as 41 percent of all babies are now born out of
wedlock.47 Young adults are frequently living with their parents longer as they try to kick-start a
career or pay down student debt. Unmarried households with both gay and straight couples
have grown by 40 percent and 80 percent, respectively, since 2000.48

The Importance of Trust
A survey conducted during the height of the Occupy Wall Street movement found that 64
percent of consumers believe that insurance advisors and brokers are more interested in fees
and commissions than in doing what is right for the consumer; less than 25 percent said
they trusted them. Lack of trust directly affects the ability of advisors to sell the right investment and insurance products to their clients. Customers who trust their advisors will buy
three-fourths of the time; those who don’t will buy less than one-third of the time. 49

Fee Transparency
One more sign of the increasing transparency across the insurance and financial services
industry is the 401(k) fee disclosure that took effect in 2012. The Department of Labor now
requires plans to disclose the investment management, record-keeping, administrative, and
other fees. It is unclear whether the rules apply to annuities in a 401(k), but clearly beyond
their scope are annuities outside of a 401(k) and other life insurance policies. 50 Similar disclosures for life insurance may be required in the future, particularly for annuities.

Affinity Marketing
The growing importance of trust and transparency for consumers could lead to a renaissance in affinity marketing. A good example is the growth of insurance plans and investment
products offered under the umbrella of the AARP. The AARP acts as a trusted brand and
intermediary and helps to counteract the current high levels of distrust in the insurance and
financial services industry among a select group of consumers. The influence of consumer
groups such as the Consumers Union is also likely to grow as more consumers go online to
compare insurance and financial services products.
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Technology for Powerful Sales
and Service

1

Highlights
||Advisors will have powerful customer relationship management (CRM)
systems that integrate social media and other data to provide sales and
service insights anytime, anywhere.
||Successful advisors will combine excellent communication skills with the
right technologies to stay connected with their clients.
||Both advisors and clients will have access to new products that use
sophisticated modeling and simulation software to dynamically price and
reduce risk.
||Advisors will have the technological tools to connect them with clients and
team members from anywhere in the country.

Top Trends to Watch
||Social media as a powerful sales and customer relationship tool
||Mobile technologies that connect data and analysis
||Tools to model and simulate new client markets
||Virtual worlds to collaborate with and communicate with clients
||Products that feature proactive risk management
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TECHNOLOGY FOR POWERFUL
SALES AND SERVICE

3

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 177.
CAREER

Technology Differentiates the Best From the Rest
CAPABILITIES

Tomorrow’s top financial advisors will be entrepreneurial risk takers who look to
partner with the best organizations for both themselves and their clients.

Many of these technology-savvy advisors will gravitate to firms that combine the right
technology with independent thinking and high-value teams because the results will show
through in better client outcomes and higher compensation. They will assert their need for
technology training to stay current with the best tools for generating leads and providing
high-level service to their clients.
If independent advisors make that initial and costly investment of time and money, they will
be able to access similar technology. Video and virtual conferencing tools will allow them to
interact and work with clients and partners from across the nation. These advisors may find
that while they are independent in name, in practice they are using technology to coordinate
and lead a wide range of partners specializing in technology, taxes, estate planning, regulatory compliance, alternative investments, and other specialty areas.
Adopting new technology will be a key concern for independent advisors. The march of time
will make many cutting-edge technology tools cheaper and easier for independent advisors
to access. But to get the most out of these tools, they will need to be integrated into business
platforms, and choosing the right platforms can be risky for small businesses with limited
budgets.51 For many, the answer will live in producer groups and other business partnerships
that allow them to decrease the risk and cost of technology adoption.

Client Data Everywhere and Anywhere You Need It
We used to be able to easily draw a line separating home and office. Now we are constantly
connected through our mobile devices, responding to emails, text messages, Facebook posts,
and tweets. Just when you are getting comfortable with the new world of anytime communication, the landscape is about to shift again to ubiquitous or pervasive computing, what is
now called “everyware” technology.
In this brave new world of everyware technology, everything we use to communicate and
store data will be connected. This includes information that is personal and generated in
real time through social media outlets such as Twitter, Google+, Foursquare, and Pinterest.52
Most importantly, wireless networks combined with GPS positioning will reveal everyone’s
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a1
nd everything’s location to those with the right access. The only limits on what can be connected and what sorts of data will be collected will be imposed by us through the privacy
settings on our mobile devices and whom we invite into our “friend” networks.
You may already be confronting growing amounts of client data, often called “big data,” collected from a wide range of sources.53 Modeling and simulation tools will soon be available
to help you mine through the data to create usable information such as client leads, profiles,
and marketing surveys. These tools will also allow you to map out your social networks and
those of your clients and peers. Used correctly, this technology could dramatically improve
your ability to identify “influencers” in your network and increase sales through word-ofmouth advertising.54
Advisors in the more technologically sophisticated firms may already be seeing some of
these results through their CRM systems. Soon it will be common to see location services
integrated into the CRM systems as part of a larger technology platform. This will allow
advisors who are linked as “friends” through social media to find out the location of potential clients. For example, an advisor at the theater could be alerted by his mobile device when
a potential client is attending the same play. The advisor could then pull up a wide variety of
information on the person through his CRM application (everything from his Klout score to
his latest musical preferences) and arrange an ad hoc encounter.
As an advisor, you will need to be careful to ensure that these types of approaches enhance
your business without alienating clients or violating FINRA rules. Clients from younger generations are much more likely to use social networks and feel comfortable with their advisors
communicating and networking with them through these systems. On the other hand, older
clients are more likely to resist these technologies, and if you monitor their social networks,
they may see that as being akin to spying. As these technologies become more widespread,
there will be formal and informal industry standards on their usage.

Customized Solutions Lead to More Interactive Advising
The era of big data will provide new ways to structure insurance solutions. These solutions
will change the way customers shop for insurance as well as the tools advisors will need to
be successful. You will have the potential to become indispensable to your clients by creating
personalized insurance coverage for a wide range of needs and risks.
The era of big data is already here. Internet companies regularly capture online data to
personalize Internet browsing and advertising. Auto insurers already offer new plans that
include sensors that monitor driving behavior and alter pricing based on the information.
Health insurers (and employers) are increasingly offering incentives to members who enroll
in health-improvement plans and share health-improvement data.
In the near future, life insurance underwriters should be able to easily pull health information about a potential client from his or her personalized health record, allowing carriers
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1
to move from passively identifying and pricing risk based on demographics to proactively
using information captured in electronic health records and other databases. The result will
be highly customizable, self-learning products that adapt to a client’s unique risks and provide incentives for that person to pursue a healthier lifestyle.
Privacy and security will be a key concern for clients using these new services. They will
need to “opt in” to these kinds of services through incentives such as diminishing premiums.
As an advisor selling these services, you will need to provide a high level of trust and security to ensure that the data gathered serves your clients’ interests and is not mined for other
purposes.
Clients will also seek a higher level of interaction throughout the life of these types of policies. As the risk profile of the client changes, so will the product. You will need to be there
throughout the life of the product to provide high-level customer service and support.
In this type of practice, you should have many opportunities to expand your advising role
and offer a wide range of personalized products. Providing excellent customer service and
advising will allow you access to new referral networks.
Access to high-quality referrals will enable the more established advisors to spend less time
on sales and more time on advising. This will help advisors who operate at least partially on
a fee-for-service basis.
Of course, this new model won’t be attractive to every advisor or to every consumer. But it
might be a good fit if you want to develop a more interactive and trusting role with clients
that crosses a wide range of products and services.

Technologies for Sales and Service
Some advisors are already using new technologies to reach new clients and provide existing ones with consistently good service. These new capabilities can be especially effective
for young advisors who are still in the process of building up their client base and referral
networks. Younger consumers, whom younger advisors have the best chance of connecting
with, are consistently connected and tapped into the virtual world. They expect their advisors to be as well. 55
You can benefit by adapting your sales and marketing tactics to the unique characteristics of
younger clients. Even older clients are often very comfortable with video conferencing and
social media because they use these tools to stay connected with distant family members.
The first step is for an advisor is to be comfortable with social media and create a presence on these networks.56 The second is making sure your virtual presence crosses multiple
platforms because the mobile market is growing rapidly.57 A virtual presence that can reach
clients wherever and whenever they need advising will be key to creating the high-quality,
personalized service that will be necessary for success in the future.
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1aving a virtual presence will become more important in the decade to come, but no techH
nology can remove the importance of building trust face-to-face. Though customers may
do research online, most will purchase life insurance and financial products through faceto-face meetings with financial professionals, and current technologies can’t capture the
intimacy of a face-to-face meeting.58 Still, the value of the face-to-face meeting may recede
in the near future as technologies capture greater amounts of the nonverbal communication
vital to building trust.59
Developing the virtual presence you need for your practice will require time, energy, and
resources. You will need to think strategically about the platforms you need to invest time
in and about your plan for getting a good return on your investment. Many advisors will be
able to draw on the expertise and training available inside their firms. However, they will
also have to work inside company guidelines and probably cede some control to their firm
or company leadership.60
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Opportunities to Get Started
Challenge

Personal

Team

Client

Embracing New
Technologies

Map out your current
technology skills and
develop a plan to
improve them.

Identify new
technologies that
would increase your
team’s effectiveness.

Use a variety of
technologies to stay
in regular contact
with clients.

Incorporating Social
Media

Regularly set aside
time to connect with
your clients via social
media.

Develop a clear social Meet your clients
media brand and
where they are
presence for your
congregating online.
team.

Leveraging
Everyware
Technology

Experiment with new
CRM functions that
may enhance your
practice.

Be open to new CRM Address your clients’
tools that incorporate concerns about data
“big data” to improve privacy and security.
lead generation and
client management.

Video and Virtual
Advising

Set aside some time
each year to review
the latest video and
virtual advising tools
and work on your
presentation skills
using these media.

Incorporate video
and virtual advising
into your daily work
with clients and team
members.

Familiarize your
clients with new
tools to improve their
customer experience.
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Questions to Consider
One-Minute Debrief
1.

Which technology trends and opportunities are the most interesting for your practice?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

How will you invest your time to learn to use technology more effectively to get the best
results for your practice?

2.

Who among your colleagues or competitors are early adopters of technology, and what
lessons can you learn from them?

3.

Who in your firm is at the leading edge of technology, and how might you use his or her
knowledge to help you prepare for the future?

First Step
What one thing will you do this year to leverage the technology already in place (but perhaps
underutilized) to provide greater value to your current and prospective clients?

Additional copies of the worksheet can be found at gamafoundation.org.
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Drill Down on Trends
Portals for Learning and Collaboration
The current trend in operating systems and related applications is to create integrated portals that streamline work across multiple devices using HTML5. Apple is currently leading
the market with its focus on integrating user experiences across its many products through
services such as iCloud. And Microsoft is moving in the same direction with its Windows 8
operating system. Windows 8 will enable users to seamlessly move between multiple devices
with touch screen capabilities. Business software providers will follow suit with applications
that blur the line between devices.61

Evolution of Mobile Technology
In 2011, tablet usage grew at a rate of 256 percent and analysts expect the growth to continue
until the tablet market reaches a projected market of 500 million by 2015.62 The ubiquitous
presence of mobile devices, and the “always connected” nature of the latest services, will
create vast amounts of useful data, including buying habits, social media usage, music preferences, location, and activities. Mobile devices linked through the cloud will also enable
workers to collaborate or undergo training anytime and anywhere. Greater use of mobile
collaboration technologies will hasten already-existing trends toward distributed, virtual
workforces and distributed co-creation.

The Role of the ACA
The 2012 Supreme Court decision to uphold the Affordable Care Act (ACA) paves the way
for fundamental reform in the health-care system. Individual and small-group health insurance has shifted to online exchanges. Soon those very same states will be making decisions
regarding broker access to the exchanges. The decision will also hasten the current push
toward health data capture and collection. The locus of the new collection of health data
will be the patient’s electronic health record (EHR). The EHR will likely become an important source of information for underwriting and the development of new life insurance
products.63

New Technologies for Nonverbal Communication
Researchers are working hard to create new communication technologies that capture and
analyze the 70 percent of the nonverbal communication that is currently lost in video chats,
phone calls, and emails. For example, sociometers, which analyze nonverbal cues, could be
integrated into communications technologies to allow advisors and their leaders to analyze
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b1ody language to tease out ways to improve client interactions, financial advising, and intraoffice meetings.64 The development of more lifelike virtual worlds and avatars should help
fuel the adoption of virtual worlds for business applications such as increasing brand awareness, developing virtual prototypes, and conducting meetings at low cost.65

Integrating Social Media Into CRM Systems
Many CRM providers are working on integrating social media technology and metrics into
sales software. The greater integration of social media will make the written and unwritten
“rules” on who owns a social media account, or even access to clients, more complicated.
Already companies are going to court over the control of Twitter or Facebook accounts.
Likewise, many companies that require employees to post on their Twitter or Facebook
accounts are instituting policies that give them access to followers and content control when
an employee leaves.66
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CHANGE
DRIVER

4

Managing Privacy and Security
in the Networked Age

1

Highlights
||Advisors in the future will be increasingly networked and will have access to
a wide variety of personal data on their customers.
||Traditional definitions of privacy and security will shift as new technology
blurs the line between the physical and virtual worlds.
||The most successful advisors will participate in a wide range of networks for
client and business development.
||Advisors will be expected to ensure that client and corporate data are used
appropriately and protected from increasing threats, such as cybercrime.

Top Trends to Watch
||Shifting expectations about privacy between generations
||More frequent and powerful cyberattacks
||Growing discontent among anticorporate fringe groups
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MANAGING PRIVACY AND SECURITY
IN THE NETWORKED AGE

1
4

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 191.
CAREER

Privacy in a Networked Culture
We are currently undergoing a subtle — but radical — cultural shift, and the
increasing tension between convenience and privacy will certainly affect your
CAPABILITIES
practice. You will be on the front line of discerning what your clients view as the
appropriate use of their personal data.
Information is no longer simply flowing from the top down — from the experts to the novices. Now information comes at us from many directions. For instance:
||
Public opinion is no longer being shaped by political or media elites alone. It
is now shaped in part from the bottom up by social media — individual bloggers, interest communities, online forums, microblogging, and other virtual
communities.
||
Likewise, information is no longer created only by content experts. It also comes
from the interactions of a variety of people across interconnected networks.
These networks also shape our opinions of the world, and they come with the risk of becoming self-reinforcing mono-cultures of thought and opinion — made up only of “people
like us.”67
As an advisor, you will need to be a part of numerous networks to build connections with
potential customers, especially among younger generations. Going forward, you will also
rely on these networks more and more to coordinate with a team of other advisors and
colleagues.
The lines of privacy between these networks are not well defined, and they are easily penetrated by companies involved in market intelligence and data analytics. Most Americans
seem willing to trade a level of privacy for greater security and convenience. But revelations about the extent of U.S. intelligence monitoring of web and phone communications
has heightened concerns about the stakes involved in that trade-off.
Today, the public’s preference regarding privacy is at best unsettled. You, your firm, and your
company will need to carefully navigate these waters as social media networks grow more
important for business. Remember, clients and customers can grow uneasy about these
trade-offs when they believe that companies and governments take all the advantage for
themselves.
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1
Managing
Your Personal Brand in a Networked Culture
To be successful in tomorrow’s business environment, you will need to have a presence in
the networked culture.
Social media is a powerful tool for creating a personal brand in a competitive marketplace.
With some effort and commitment, people can now enjoy public identities in key communities that wouldn’t have been possible in the more costly mass media era.
You will need to be proficient at using social media effectively to create and sustain your personal brand. In that process, you will face some serious unresolved questions.
||
If you build and manage personal social networks on company time with
employer encouragement, who actually owns those social media networks?
||
Your employer has an interest in monitoring and influencing your social media
networks, but do they have the right to do so?
||
How might the actions of companies that manufacture financial and insurance
products go viral in positive or negative ways that require your instant response?
||
What will happen to the client relationships you build through social media if
you leave your company or firm?
Insurance and financial services companies are beginning to wrestle with these questions. In
the process they are finding that the answers are not simple, and they can have big impacts
on brand reputation and trust between advisors, clients, firms, and companies.
Today’s networked culture is a shifting landscape based on social norms rather than clear
rules of privacy, and it can be all too easy for an advisor, a firm, or a company to alienate
potential customers.
Senior leaders, who are often older, see the potential threats posed by social media, and are
much more comfortable with a linear model of marketing where the message is carefully
crafted, sent out into the market, and closely monitored for impact. In short, they are used to
being in control of their own brand and firm image.
On the other hand, younger advisors and managers are likelier to have a more relaxed and
unrestrictive approach to social media.68
How to interact with social media is likely to remain this decade’s unsettled business challenge. As soon as advisors, companies, and clients get comfortable with one set of norms
around an existing social media platform, another will probably emerge and once again blur
the trade-off between privacy, convenience, and security.
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Growing Cyber Threats

The last decade highlighted the benefits of our networked culture, while the next decade
could very well highlight the growing risks of our widespread interconnectivity.
You and your colleagues are a critical link in protecting vital client data from black hat hackers, criminal networks, protest groups, competitors, and even foreign governments.
The 2012 World Economic Forum in Davos, Switzerland, explored the growing risk of cybercrime in its survey of economic and business leaders. The survey warned of the “impacts of
crime, terrorism and war in the virtual world” that could eventually become as profound as
their analogs in the physical world.
The report reveals some of the high-profile cyberattacks and viruses that hit the world in
recent years, including the Stuxnet virus and the multiple attacks on businesses coordinated
by the neo-anarchist activist group Anonymous.69
Our growing networked culture and its foundation of vast databases are uniquely vulnerable
to attack in ways that could jeopardize your practice, your firm, and even the industry.
Businesses are increasingly interconnected, and they rely on massive amounts of data for
client management, marketing, financing, and other everyday functions.
Customers and advisors rely on their mobile devices and cloud computing for storing and
managing their personal networks, health information, financial records, and personal data.
Increasingly, customers and advisors rely on the firm or the company to protect valuable
financial and health-related information.
The costs of widespread technology failures for both consumers and businesses will continue to grow. As the cost grows, so will the need for cyber insurance as a way to hedge
against risk, and this could become a growth market, especially for multiline firms and their
advisors.
The threat of cybercrime will continue to rise through 2020 as the technology tools used to
sabotage, subvert, and disrupt businesses further evolve. The threat could be accelerated by
growing wealth inequality both inside the United States and abroad.
Both the need for and the cost of securing proprietary databases will rise as cyberattacks
continue to grow. Firms will need to invest in intrusion-detection systems, vulnerabilitymanagement tools, and identity-management systems.
A cybercriminal only needs to find one weak link to bring an entire system down. You must
be increasingly vigilant about keeping client data secure by being smart about the use of
your work computers, mobile devices, and network passwords.
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MANAGING PRIVACY AND SECURITY
IN THE NETWORKED AGE

4

Opportunities to Get Started
Challenge

Personal

Team

Client

Shifting Attitudes
Regarding Digital
Privacy

Try to strike a
balance between
innovative use of
social media and
privacy protections.

Use younger team
members as guides
to cultural norms
regarding digital
privacy.

Be sensitive to
privacy concerns, and
when in doubt, ask
permission so you
never have to ask for
forgiveness.

Working in a
Networked World

Help shape the
firm’s policies about
social media use
and personal brand
development.

Experiment with
new marketing and
communication
channels.

Discover where your
best clients and
prospects network.

Growing Cybercrime
Attacks

Follow industry best
practices for securing
client data.

Participate in regular Be prepared to share
training on protecting security policies with
client data.
clients.

Securing MissionCritical Systems

Be vigilant about the
security of missioncritical systems.

Keep lines of
communication
open with technical
departments about
data security.

Immediately
communicate
changes and
problems to clients.
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MANAGING PRIVACY AND SECURITY
IN THE NETWORKED AGE

4

Questions to Consider
One-Minute Debrief
1.

Which network trends and opportunities — in person and online — will have the
greatest impact on your practice?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

What networks are you currently strong in? Where should you expand or strengthen your
networks to move your practice forward?

2.

Whom do you know, personally or professionally, who has a good understanding of
the risks associated with our networked culture? How might this person act as a guide,
educator, or mentor for you?

3.

How does your firm currently protect client privacy? Secure client data? How well are you
able to explain this to clients and prospective clients?

First Step
What one thing will you do this year to increase your personal and online network presence?

Additional copies of the worksheet can be found at gamafoundation.org.
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MANAGING PRIVACY AND SECURITY
IN THE NETWORKED AGE

4

Drill Down on Trends
The Networked Self
The networks that we inhabit, in both the real and virtual worlds, form the basis of our
identity, which can shift in both subtle and profound ways.70 Our identity emerges from
our interactions and connections with both humans and things, and creates the essence of
who we are. We are both the self that we show the world and increasingly the web of hyperlinks, tweets, blog posts, instant messages, friend lists, music preferences, buying patterns,
and other connections we create through our various social media profiles. In the process
of social networking, we validate the existence of others and have our own existence, both
mundane and sublime, validated in return.71 The Cartesian statement “I think, therefore I
am” is giving way to a new understanding of self, as people, especially younger ones, base
their concept of self around the networks they interact in. Today, this simple statement
might be rewritten to say “I link, therefore I am.”

The Power-Law Distribution
The Internet and social media networks exhibit their own power law distribution that mathematically explains how new links in the network are much more likely to attach to other
sites or individuals who already have a high number of links. Advisors familiar with the
Pareto Principle, or 80-20 rule, in sales are familiar with these kinds of mathematical explanations for observed behavior. For example, a new blogger is much more likely to follow, and
link to, a well-known and respected blogger. The majority of readers and new links go to a
small number of established sites with a high amount of social influence. These highly linked
nodes become hubs of influence. In marketing, these hubs are often referred to as “influencers” because of their ability to sway public opinion and buying patterns. Network theory
suggests these highly linked nodes can be resistant to random failure, but more vulnerable
to carefully targeted attacks. In the social context, this can mean the best way to target a rival
may be by discrediting or co-opting an advisor or client who has established a hub of influence in a given network. 72

Business Use of Social Media
A survey of executives conducted by the Economist Intelligence Unit showed that less than
half of companies worldwide used social media to communicate with customers in 2011,
and only 11 percent did so over the previous three years. Firms that appoint a single individual to manage social media activity tend to be happier with the results than those that
use a team approach. Most of these companies are investing in social media out of fear of
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c1
ustomer criticism rather than to build positive customer opinions of a brand or company.
Only 20 percent of companies are investing in the mobile applications that will drive the
future of the networked culture.73

The Hyper-Connected World
Hyper-connectivity is rapidly becoming a reality across the globe. The sheer volume of connections and the huge amounts of data are nearly impossible to comprehend. More than
5 billion mobile phones now connect people across the world with interconnectivity and
cloud-based computing.74 Wireless signals cover more of the globe than the electrical grid,
and IBM estimates the number of connected devices will hit a staggering one trillion by
2015.75 The number of interconnections, and the reliance on them for everyday life, makes
our modern life increasingly vulnerable to cyberattacks and digital disruptions.

Increases in Cybercrime
Cybercrime is a notoriously difficult thing to quantify, but all signs point to a dramatic
increase in attacks over the last four years.76 Many firms are reluctant to release details on
cybercrime attacks, but when such details are released, the monetary costs can be staggering. For example, in June 2012 the head of Britain’s MI5 security service said in a speech
that state-sponsored cybercrime cost a major British company more than £800 million (or
$1.3 billion) in potential revenues.77 Companies are seeing more malicious attacks by outside agents, but recent surveys report that it is attacks by insiders with authorized access that
are the most costly to firms.78
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5

Advanced Tools and Insights for
Advisors — and Consumers

1

Highlights
||Successful advisors in 2020 will be more skilled in working with “big data”
and translating it into practical information they can use in their practices.
||They will have better tools for gathering market intelligence and analyzing
data. At the same time, the consumer will have access to better tools to
independently match their personal needs to complex insurance and
investment products.
||This will add pressure to commoditize many insurance products, forcing
advisors to bring additional value in other ways, such as through the
advising process or by offering additional services.
||It may also create greater opportunities to identify niche markets and
create highly customized products and services to meet specific client or
market needs.

Top Trends to Watch
||Better tools to analyze data and turn it into usable information
||Using targeted intelligence to be successful in micromarkets
||Increased commoditization of existing products
||Increased customization of new products
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ADVANCED TOOLS AND INSIGHTS
FOR ADVISORS — AND CONSUMERS

5

Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 203.
CAPABILITIES

Targeted Intelligence Systems Drill Through Big Data
BUSINESS

Data analytics is not a new concept. There are few successful businesses today
that don’t use data to improve their business processes, manage employees, and
analyze customer behavior.

Research shows that businesses that use data-driven decision making are more productive.79
But data-driven decision making is about more than investing in expensive technology systems. It is also about you and your peers changing how you work to maximize the use and
potential of data.80
While the concept of data analytics is not new, the scale of big data available and the tools
needed to manage it are.
This new flood of data allows businesses to create a more complete picture of ongoing trends.
Companies are using advanced modeling and simulation tools to help turn big data into
important insights for their business. For advisors, this can mean more sales leads, new sales
ideas, and targeted marketing literature.81
Better data, modeling, and simulation software will also allow you to drill down to the local
markets that matter to you.
For example, a Seattle-based advisor could go beyond the general information provided by
sales guides on the buying patterns of the African-American marketplace. Instead she could
use the growing amount of big data available to precisely model an important subset of the
community, such as second-generation East Africans in Seattle. In the process, she could
find unique markets for potential sales.
The advisor could then connect this model of the market to leads developed through better
customer relationship management systems. She could even run simulations to project the
long-term sales results from targeting that market.

Advanced Analytics for Advisors and Consumers
The systems designed to analyze big data are making it easier to turn large data sets into
practical information and usable knowledge.

STU DY TWO: THE ADVISOR OF THE FUTURE

197

S1
ome of these systems are already in wide use and familiar to many of us. For example, the
credit scores that organizations use for everything from bank loans to job applications are an
automated and processed summary of thousands of individual purchases, credit card statements, and loan repayments.
These systems continue to improve and are now able to handle larger amounts of data, display it in ways that make sense to the average user, and provide modeling and simulation
services to reach better decisions. In the process, they are making the basic, all-encompassing, static forms of presenting complex data, such as the credit score, less useful. The focus
going forward is on creating individualized and customized financial services.82
The widespread use of advanced analytics has the potential to dramatically change the insurance industry from top to bottom.
Consumers and advisors will have better tools for analyzing their financial security needs.
This will make it easier to find the right solutions at the right price. Advisors will be able to
offer highly customized products that cover unique risks or a broad array of risks in a combination product.
For example, as an advisor, you could tap into a wealth of customer data and conduct longrange modeling and simulations to determine plan premiums. Underwriting would be
largely automated, leading to faster approval and sales. Of course, these new solutions will
only be as good as the data used in the modeling and simulations, making it vital that you
have access to safe, secure, and interoperable streams of data.
Unfortunately, there is one large potential downside to the greater use of advanced analytics.
Better tools to analyze client needs and match them to product solutions will bring additional pressure to commoditize existing insurance products.
In addition, consumers will feel more comfortable going online to independently purchase
products, and insurers will be able to offer them more sophisticated technology-based distribution channels. This has already happened in areas like auto insurance, where the agent has
been largely removed from the process.
Commoditization will force down compensation for many simpler products. Successful
advisors will add value to their client interactions through better advising, trust building,
and by providing services important to the client.
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5

Opportunities to Get Started
Challenge

Personal

Team

Client

Using Market
Intelligence

Look for ways to
drill down to niche
markets that matter
to you.

Identify who on
your team can spot
emerging market
trends.

Use market
intelligence to
identify prospective
clients.

Understanding Big
Data

Connect your
networks to your
insights in those
niche markets.

Explore and share
best practices for
presenting complex
information simply.

Enhance your client
data with personal
insights that make a
difference.

Using Models and
Simulations

Understand how
modeling and
simulation software
can help match needs
with solutions.

Add value to the
buying process
beyond what can be
found by consumers
online.

Use models and
simulations to help
your clients envision
different possibilities.
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5

Questions to Consider
One-Minute Debrief
1.

Which aspects of “big data” are the most interesting for your future?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

To what extent do you make decisions based on data versus intuition or habit?

2.

How can you make better use of the market information available to you today to drive
more leads and sales?

3.

How will your practice be affected by consumer access to advanced tools for analyzing
products? Which products will be most affected? How can you provide greater client
value in a more transparent business world?

First Step
What one thing will you do this year to increase your use of data (versus intuition or habit) in
client development and client management?

Additional copies of the worksheet can be found at gamafoundation.org.
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Drill Down on Trends
Big Data: Improving Company Performance
An MIT Center for Digital Business survey of 330 public North American companies found
that the more companies characterized themselves as data driven, the better they performed
in objective measures of financial and operational results. They are gaining this performance advantage because of the volume and variety of data and the speed at which it is
generated and analyzed. This has led to everything from personalized product promotions
to improvements in operations and logistics. But the biggest impact may be in informed
decision making. Now the data can speak louder than the highest-paid person’s opinion.
Businesses, says a recent article in the Harvard Business Review, still need “leaders who can
spot opportunity, understand how a market is developing, think creatively and propose truly
novel offerings, articulate a compelling vision, persuade people to embrace it and work hard
to realize it, and deal effectively with customers, employers, stockholders and other stakeholders. …  The first question in a data driven company is not ‘What do we think?’ but ‘What
do we know?’ ”83

The Big Data Flood
Over the next six years, the U.S. economy will need to dramatically increase the supply of
both data-savvy managers and advanced analytic software. The growth of data, and the
specialized knowledge required to interpret it, are quickly outpacing our ability to use it
effectively. Every year there is a 40 percent growth in global data generation, and companies
with more than 1,000 employees store 235 terabytes of data on average. This is compared
with a paltry 5 percent growth in global information technology spending. Much of the new
data is generated by consumers or autonomous devices. Consumers on Facebook alone generate more than 30 billion pieces of content every month. The transportation, automotive,
industrial, utilities, and retail sectors have more than 30 million networked sensors, and this
number is growing by more than 30 percent a year.84
Global consulting powerhouse McKinsey & Company estimates that the United States
needs 1.5 million additional data-savvy managers just to cope with the current growth in
big data. 85 The growth will likely increase as the amount of data rises to unimaginable levels.
In the process, the increasing amount of data is leading to very specialized knowledge areas,
which make it nearly impossible for any one individual to take a systems-based approach to
analyzing and solving problems.86
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1
Modeling
and Simulating Human Behavior
One of the most exciting areas of research is in the modeling and simulation of human
behavior because of its wide applicability across industries. Researchers are developing intelligent user interfaces that improve the efficiency, effectiveness, and naturalness of
human-machine interactions, systems that can map and perform social network analysis
and agent-based modeling. 87 Agent-based models, which refer to the autonomous agents
used in a computational model, can be used to run simulations of complex human behaviors to predict behavior patterns and test new business strategies. These models are growing
in sophistication because of advances in computing power and research on cognition and
social systems. Models of human behavior can help business leaders understand how innovation occurs inside the workplace and among complex networks of companies.88

Analytic Systems Down the Cost Curve
As advanced analytic software continues to grow and mature, it will roll down the cost
curve, making it available to smaller firms, advisors, and eventually consumers. The financial services industry has already witnessed a similar process with financial tools. A decade
ago, many types of sophisticated mapping and trend analysis software were only available
on expensive Bloomberg terminals. Now they are nearly free for smaller investors through
a cornucopia of investment websites and online brokerage services. This has opened up
investing to a larger audience and allowed individual investors to operate in sophisticated
markets such as foreign currencies and to use more sophisticated hedging strategies such as
stock options; it’s also helped financial services companies create new investment vehicles
such as exchange-traded funds.
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6

Shifting Business Models
Redefine the Industry

1

Highlights
||A combination of market, technology, and regulatory changes will force
greater competition and consolidation in the industry.
||Improving market conditions will attract new players to the industry, bringing
new business approaches and innovative but untested products.
||The middle market will grow based on new products and distribution
channels, and many smaller firms will thrive by embracing a culture of
shared values.
||Successful advisors will be flexible and optimistic, building their practices
and managing their careers within these shifting business models, adjusting
to the new challenges and opportunities presented.

Top Trends to Watch
||New players entering the insurance and financial services markets
with innovative and untested products
||Growth in middle-market products
||U.S. tax policy changes affecting affluent consumers
||Consumer and employee support for companies that share their
values
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Forecasts
Find supporting information in the Drill Down on Trends section that begins on page 217.
CAPABILITIES

Competition and Consolidation Create New Opportunities
The market for insurance and investments has been one of stiff competition. In
recent years, low interest rates have put pressure on carriers’ bottom lines, and
BUSINESS
many carriers have left the market completely. Firms with a focus on financial
advising have seen a raft of new regulations designed to protect consumers. At the same
time, low yields and market returns have impaired consistent sources of revenue.
However, the time of unusually low interest rates is nearing an end. Economic conditions
have improved in the United States, and much of the damage from the banking crisis has
been repaired. The only lagging measure in the turnaround has been the persistently high
rate of unemployment. In mid-2013, Ben Bernanke, chairman of the Federal Reserve, indicated the extraordinary pace of monetary easing will soon end. In response, yields shot up
and markets entered a prolonged period of volatility.
As financial markets stabilize and the interest rate environment normalizes, carriers will
reenter the market with new solutions. One such growth area could be low-cost, customized,
mass-produced life insurance delivered through online and virtual channels. Because new
entrants and new products would heat up competition in the life insurance market, you will
need to be discerning in the solutions you recommend to clients. Especially important will
be choosing carriers that are financially strong, highly rated, and able to respond to changing markets.
Competition will also heat up among firms of all types. There will be a growing demand for
retirement solutions that will draw new entrants into the market. At the same time, there will
be a greater burden on smaller firms to update their technology systems, securely manage
large amounts of data, and institute new regulatory policies. This could lead to even greater
consolidation among small and midsize firms and broker/dealers.
The result by 2020 of consolidation and competition in the market will likely be a barbellshaped industry, with larger firms dominating the high end of the market and many smaller
firms growing organically in niche or local markets. Large firms will compete fiercely for
the best talent by highlighting their compensation packages, financial strength, technology
systems, support staff, and advisor teams. To compete, smaller firms will concentrate on providing unique work environments and professional development experiences to train and
keep advisors and other staff.
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1
Markets
and Products for Growth
Better technology would allow customers
to analyze complex plans online. In addition, insurance companies could look to
revitalize growth in the middle market by
offering simpler products that can be sold
online or through a noncommissioned
sales force. By 2020, advisors could see
increased demand for and supply of solutions aimed at the middle market.

Trends for the Middle Market
||Growth in virtual sales
||Inexpensive analytical
systems
||Cuts in employer benefits
||Consumer demand for
security
||New risks for today’s
households

On the supply side of the equation,
increasing online sales combined with
the potential of virtual firms could lower
costs. Inexpensive analytical systems for
consumer use could also lower expenses
by allowing consumers to explore the cost and coverage of products before contacting an
advisor.
These disruptive technologies will squeeze compensation on products and may lead to new
roles for advisors that, for certain products, focus more on customer support than prospecting and commissioned sales.
On the demand side, consumers are looking for insurance solutions that address the risks
that modern families face. As noted earlier, consumers will increasingly look to the private
market for improved financial security as employers cut benefits packages.
A revitalized middle-income market will create opportunities for advisors positioned to
seize them. A growing middle- to low-income market creates new customers and a rare
opportunity for organic growth in a mature industry. Middle-market solutions that could
see growth include lifetime income annuities, longevity insurance, long-term-care insurance, and combination products.
This potential growth in the middle market will not limit continued strong growth in the
assets that affluent clients hold. As noted in Study One, the rich will probably grow richer
as the assets of high-net-worth clients recover and grow over the next several years. At the
top end of the market, underlying trends such as globalization and automation are fueling
the wealth of the country’s highest earners and will likely continue to do so in the near term.
Legislative and regulatory changes are not easily forecast, but when they come, they will
most certainly affect advisor opportunities. For instance, if the U.S. Congress strips the preferential tax status of life insurance products to raise revenue, it could dramatically reduce
the market for variable annuities, universal life, and certain categories of whole life products.
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Alternatively, if politicians make future attempts to address the budget deficit, then the end
of the Bush tax cuts on investments, removal of tax breaks for municipal bonds, and higher
marginal tax rates could fuel more growth in tax-advantaged products like annuities.
Small Firms Focus on Shared Values
As noted earlier, trust in financial institutions is at a low point. This is causing many consumers to look for companies that share their values and have strong ties to their local
communities. In addition, many advisors and prospective advisors care about working
where they can make a positive impact on their world, even if it means accepting slightly less
compensation.89
Corporations, for their part, can become trapped in a narrow approach to value creation that
focuses on short-term financial performance at the expense of long-term strategic thinking.
In the process, such companies may be ignoring the well-being of their customers, suppliers,
and the natural environment.90
These challenges create opportunities, and the solution lies in creating shared value for both
businesses and the communities they serve.
Some very large companies, such as General Electric, Google, and Johnson and Johnson,
are trying to adopt a shared-value strategy by working with their internal leaders to better
appreciate societal needs, understand the true sources of company productivity, and collaborate across profit/nonprofit boundaries.91
These large companies are finding it challenging to change decades of corporate culture
and shareholder expectations. Smaller firms, with their historic roots in their communities
and close-knit teams, may find this shift to shared values more natural and much easier to
execute.
Advisors in smaller firms could be in the best position to create a virtuous circle by creating
shared value between themselves and the communities they serve. This is especially true for
those with a strong presence in niche markets that may be overlooked by larger firms. The
clients in these markets appreciate advisors who take the time to understand and care about
them.
Shared value can be a differentiator for advisors and create an advantage when you’re competing against advisors from larger and better-capitalized firms. Because smaller firms tend
to be closer to the communities they work in or serve, they can respond quickly to changes
in their communities. As the community prospers, so does the business, and smart advisors
can work to ensure these links between business and community remain strong.
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Opportunities to Get Started
Challenge

Personal

Industry Competition Keep updating your
and Consolidation
knowledge and skills
to match evolving
business patterns.

Team

Client

Rely on team
members to
help identify
emerging business
opportunities.

Educate clients on
how industry changes
will or will not affect
them.

Lower-Cost MiddleMarket Products

Explore new business Consider a team
models for the
approach to sell
middle market.
efficiently in the
middle market.

Educate middlemarket clients on
simple, affordable
ways to create
financial security.

Creating Shared
Value

Identify important
groups within your
community and
partner with them.

Discover where your
values align with
those of your clients
and build on those
connections.

Use shared values
to build a stronger
sense of purpose
within your team.

STU DY TWO: THE ADVISOR OF THE FUTURE

213

SHIFTING BUSINESS MODELS
REDEFINE THE INDUSTRY

6

Questions to Consider
One-Minute Debrief
1.

Which business model trends and opportunities are the most interesting for your future?

2.

Which cause you concern and why?

3.

What is the most important thing you want to take away from this chapter?

Strategy Questions
1.

To what extent are you a potential beneficiary or a potential loser in future changes from
industry competition and consolidation?

2.

How well positioned are you to market products and services effectively in the middle
market?

3.

What relationships do you have in the local community, or in specific niche communities,
that can form the basis for building shared value for your practice?

First Step
What one thing will you do this year to increase or enhance the professional services you can
offer to an underserved community in your local market?

Additional copies of the worksheet can be found at gamafoundation.org.
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Drill Down on Trends
Large Players Exiting Annuities
Some of the largest names in the annuity business, such as the Hartford, have cut back on
annuity sales or left the business altogether. An extremely low interest rate environment
has squeezed margins on existing books of business and forced many companies to raise
reserves in a very capital-constrained environment. Hardest hit have been suppliers of
variable rate annuities with principal protection guarantees. During the boom years, competition between insurance companies provided overgenerous guarantees, and the dynamic
hedging strategies designed to protect insurers have been struggling in a volatile market.92

Consumers Looking for Security
The decision of many large providers to reduce their life insurance exposure is happening at
the same time that permanent life insurance is becoming more attractive as an asset class for
investors. The same trends that are hurting profitability for insurers — extremely high levels
of market volatility and record low yields on treasuries — have many consumers looking
for steady and predictable tax-free returns.93 The trends are driving sales toward permanent
life insurance policies such as whole life at the expense of universal and term life insurance
(although variable universal life, which is purchased mainly by corporations for high-value
employees, saw strong growth in 2010).94

Demographic Trends Favor Lifetime Income Annuities and Disability,
Long-Term-Care, and Longevity Insurance
The case for lifetime income annuities and disability, long-term-care, and longevity insurance makes excellent economic sense for most consumers. People are living longer and
racking up large bills for end-of-life care, which puts both themselves and their loved ones
at increased risk.95 Most are also losing access to the defined-benefit pensions provided by
their employers that offered a cushion against these risks. A study by the consultancy Towers
Watson showed that the number of Fortune 100 companies, the largest and most financially stable companies in the country, offering new hires a traditional defined-benefit plan
dropped from 67 in 1998 to 13 in 2011.96 In addition, pension trust funds in both the public
and private sector are underfunded. In this environment, the steady, guaranteed income of
a lifetime income annuity looks extremely attractive, especially considering the economic
research showing that most individual investors do not take advantage of 401(k) matching
funds and generally underperform the market.
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1 Pressures
Tax
The fiscal challenge of fixing long-running problems with the U.S. national debt and recurring budget shortfalls will continue to generate uncertainty in financial and consumer
markets. So far, markets have been sanguine about all the red ink and have kept borrowing costs low by investing heavily in treasuries. However, as seen in Europe in recent years,
market sentiment can swing quickly, causing widespread financial turmoil. In 2011, the federal government ran into the red equal to roughly $42,054 per household according to some
accounting estimates. Everything, including preferential tax treatment for retirement products and life insurance, could be on the negotiating table as Congress searches for the right
levers to get and keep the U.S. government on a more responsible financial course. Advisors
helping clients manage their financial futures must be ready to respond with the right information as well as new strategies and products to meet their goals.

The Growing Income Gap
Income inequality is a large and growing concern in the United States and could increase
popular demand for removal of tax breaks for products like annuities. The nation entered
the 21st century with more than 60 percent of the nation’s income going to just 1 percent of
households, and key measures of equity continued to decline during the Great Recession.
Median income adjusted for inflation has been steadily failing since 1984 for those in the
middle of the income distribution and rising for those at the top. The Congressional Budget
Office projects that decline to continue until 2035 unless there are significant changes in
policy.97

218

ADVISOR 2020

NOTES
89

Thomson Reuters, “The Professional Revolution” (June 27, 2013), http://blog.thomsonreuters.com/wp-content/uploads/2013/06/TheProfessional-Revolution_062613_345pm.pdf.

90

Michael E. Porter and Mark R. Kramer, “Creating Shared Value,” Harvard Business Review (January 2011), http://hbr.org/2011/01/
the-big-idea-creating-shared-value.

91

Ibid.

92

Erik Holm, Leslie Scism, and Gina Chona, “Hartford Says Goodbye to Annuities,” The Wall Street Journal (March 21, 2012), http://online.
wsj.com/article/SB10001424052702304636404577294972124322432.html.

93

Paul Essner, “Voices: Paul Essner, On Life Insurance as an Asset Class,” The Wall Street Journal (June 20, 2012), http://blogs.wsj.com.

94

Matthew Sturdevant, “Life Insurance Shows Growth in Fourth Quarter of 2011,” The Hartford Courant (March 2, 2012), http://articles.courant.com.

95

Michael J. Minton, “The Future of Long Term Care Planning,” LifeHealth Pro (June 25, 2012), http://www.lifehealthpro.com.

96

Brendan McFarland, “Prevalence of Retirement Plan Types in the Fortune 100 in 2011,” Towers-Watson (July 21, 2011), http://www.towerswatson.com/united-states/newsletters/insider/5010.

97

Jonathan A. Schwabish and Julie H. Topoleski, Modeling Individual Earnings in CBO’s Long-Term Microsimulation Model (Washington,
D.C.: Congressional Budget Office, 2013), http://www.cbo.gov/sites/default/files/cbofiles/attachments/44306_CBOLT.pdf.

STU DY TWO: THE ADVISOR OF THE FUTURE

219

Game Changers Can
Challenge Future
Assumptions
Advisor 2020 provides an overview of significant business and cultural trends that are expected
to affect your practice over the next few years.
Yet not every significant change is a trend that can be monitored and predicted. Occasionally, a
low-probability, high-impact event can have a dramatic effect on your career or even the entire
economy. Examples include the Lehman Brothers collapse and Hurricane Katrina.
Often it is not the event itself that causes the most damage. Instead, it may be the feed-on effects
caused by people and organizations that are not prepared to deal with these game changers.
Below are four potential game changers that could have a profound and widespread impact on
the insurance and financial services industry. These events may never happen, but if they did,
they would be high-impact events.

Social Insurance Changes the Life Insurance Marketplace
Widespread dissatisfaction with conventional insurance products and distrust of financial
institutions spark the adoption of crowd-sourced insurance. It was just a matter of time before
enterprising entrepreneurs saw the possibility to disrupt insurance the way that Kickstarter and
similar crowd-sourced platforms have presented alternatives for venture capital, fund raising,
and grant making. The first client communities to jump on board were online guilds of cyberworkers comfortable operating in virtual worlds. Now a few associations and fraternal groups
eager for creative new solutions are experimenting with crowd-sourced risk pooling for their
members with similar interests.
What other surprising product and business model innovations might be ahead?

Second Financial Crisis Causes Regulatory Changes
A second financial crisis sparked by the unraveling of the Euro Zone creates new pressures for
financial reform. An updated Glass-Steagall Act is passed and the major U.S. banks are broken
up. New fiduciary responsibilities for advisors are introduced that strengthen protections for
consumers. Most insurance and financial advisors now work on a fee-for-service basis.
What twists and turns might alter the economy and force regulatory changes?
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Oil Shock Drives Transition to a Global Insurance Market
Instability in the Middle East and Africa spreads, causing a severe oil shock, and businesses
experiment with new work arrangements. Most workers telecommute from a home office, and
virtual advising becomes commonplace. The virtualization of the insurance markets leads to
global standards for advising. Now a client in New York is just as likely to work with an advisor
in Bangalore as one in Peoria.
How can you succeed in a global, distributed environment?

Go-Go Economy
Fiscal and market reforms finally stem the global financial crisis of 2007–2012 and set the stage
for a prolonged period of global growth. The two U.S. political parties restructure taxes and
entitlements to restore the fortunes of the middle class and incentivize the wealthy to invest in
new economic opportunities. Globally, the European Union pulls together with an agenda for
greater fiscal and monetary integration, while China stokes internal consumer demand and
growth through market reforms. Businesses and consumers regain their confidence and begin
investing in industries with the potential to propel global growth and stability for the next 20
years.
What are your expectations about the future, and have you considered both extraordinary successes and frightening failures as possibilities?
The list of low-probability, high-impact events can never be complete. The world will always
hold surprises. But you should make it a practice to keep your own running list of potential
game changers as a way to keep your expectations flexible and your mind open to unforeseen
challenges and opportunities.
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Action Items

In this second study of Advisor 2020 — The Advisor of the Future — the six major change drivers demonstrate how rapidly the world of business can shift and the dramatic impact that each
shift can have.
The strategic advantage goes to advisors who prepare themselves, their teams, and their practices to see opportunity where others see only challenge or crisis. You may need new knowledge
and skills. You might have to invest in new capabilities to stay on the leading edge. But if you
are willing to take the first steps to begin adjusting your practice to these emerging trends, you
will be well ahead of those who resist the inevitable forces of change.
Take a moment now to consider your key takeaways from Study Two. Then use the following
table to capture the actions you want to take, what your first steps might be, and what you will
need to do to prepare.
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Snapshot of Ideas
Briefly capture your best ideas and opportunities here. Remember to keep it simple. Once a first
step is taken, subsequent steps are much easier.
Change Driver

Best
Opportunities

First Steps

Value to Clients

New Skills or
Knowledge
Required

Practice
Development
in a Diverse
Economy

The Shifting
Needs of
Consumers and
Advisors

Technology for
Powerful Sales
and Service

Managing
Privacy and
Security in the
Networked Age

Advanced Tools
and Insights for
Advisors — and
Consumers

Shifting
Business Models
Redefine the
Industry

Additional copies of this worksheet can be found at gamafoundation.org.
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Moving Forward
Advisor 2020 has let you peer around a great many corners to see the trends and forecasts most
likely to impact your future practice, including:
||
Redefining retirement

||
Commissions versus fees

||
Decumulating wealth

||
Niche and micro markets

||
Lifestyle management

||
New risks for modern families

||
Sales and service teams

||
Increased business transparency

||
Middle-market growth

||
Modeling and simulation software

||
Social and community marketing

||
Virtual advising

||
Financial literacy

||
Privacy expectations

||
Small-business markets

||
Highly customized products

||
Global clients

||
Consumer analysis of products

||
New types of partnerships

||
The importance of shared values

Clearly, our world is changing a lot, and no individual advisor can tackle it all. It’s important
to decide which opportunities you’re most excited about and where you want to focus your
energies.
When you consider the opportunities presented in this book, select those that will address the
markets and trends most important to you.
And remain flexible. The future is always emerging, never locked in. The two research studies
that make up Advisor 2020 take a long view, but conditions do change. Monitor new trends and
issues and keep your checklist for the future up-to-date and forward focused.
But perhaps most importantly, remember that you don’t have to go it alone. Build your network
and support team so that your most important people are aligned with your future goals. For
instance:
||
Educate your sales and support team on the opportunities you’re focused on and
the changes you’re making to get there.
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||
If you practice in a career company, inform your firm’s management team of your
focus and ask for its support. The team may even have educational resources that
will support your goals.
||
Use the resources available through your local and national associations to build the
skills and capabilities you’ll need to compete more effectively in the future.
||
Encourage your associations to lobby for the industry or regulatory changes needed
to compete in tomorrow’s markets.
||
Associate with colleagues in the industry who are on the same journey. Talk to
them, explore your insights about the future together, and share your strategic
choices. If you are not competitors and can be collaborators, this is a great way to
test your thinking and strengthen one another’s strategies.
||
Share your plans with your closest clients and business partners. They may even
want to work with you to explore some of these interesting opportunities.
Set your sights on the future you want, based on the powerful market drivers and change drivers already in play, and take those important first steps. Remember, 2020 is just around the
corner.

226

ADVISOR 2020

The GAMA Foundation applauds

NAIFA
for its leadership, sponsorship, and recognition of
the value that Advisor 2020 offers to its members
and our industry. NAIFA is the only organization
that represents insurance and financial advisors
regardless of their practice specialty.
The GAMA Foundation looks forward to NAIFA’s
developing programs and resources that will
build upon these cutting-edge findings to help
advisors to fully realize the opportunities available
to achieve a successful and secure future for
themselves and their clients.
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