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Vulnerable Customers is perhaps one of the most challenging regulatory expectations that the financial services
sector has had to handle.
Organisations are now being asked to assess, identify and take appropriate action; all in response to a condition
that is variable, transient and not easily detected. Getting this right in such high volume and high velocity
operational environments presents a puzzle of some proportion.

‘Vulnerable Customers’ has been on the FCA radar for
some time and became a business plan priority in 2018.
The financial lives survey conducted by the FCA in 2017
provided insight to the extent and nature of the problem
in UK adults. The regulator has yet to take action against
a firm on this matter, instead creating awareness and
providing information to empower firms to take a critical
view of how they operate.
Definining vulnerability
The FCA has adopted the following definition of
vulnerability:
“Someone who, due to their personal circumstances, is
especially susceptible to detriment, particularly when a firm is
not acting with appropriate levels of care.”
This is intended to maintain a broad enough definition
without a shift toward customers to self-identify. Selfreports are notoriously unreliable, and customers often
do not recognise if they are vulnerable or not. There is also
a potential problem of customers falsifying information
about their condition, either exaggerating or concealing
vulnerability to try to gain preferential treatment. Many
firms are reporting a growing incidence of fraudulent
claims of this type.
With such an imperative to act and handle the inherent
complexity of customer vulnerability, firms need to build
robust frameworks to manage this. At this stage there are
no precedents for managing vulnerable customers and it is
likely to be some time before any best practice emerges.
For vulnerable customer management to be effective,
firms need to carefully monitor what they’re doing; testing
and learning as they go. Quality assurance, outcome
testing and root cause analysis are all invaluable to this
approach.
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Two key questions
There are two key questions for an organisation in
managing vulnerability:
1. Are the assessments and measures we have in place
effective in detecting that a customer is vulnerable and then
identifying the nature of their vulnerability?
2. Are we treating vulnerable customers in respect of their
vulnerability and in a way that results in a good outcome?
Competency and processes
Not all staff will naturally have the skills and
characteristics to deal effectively with vulnerable
customers. They must be sensitive to the customers’
emotional needs, while also making a fair and objective
assessment. Reviewing customer cases provides
feedback, helping to develop the right balance of
compassion and rigour.
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In addition to quality assurance over staff competency,
firms need to be confident that they have effective
processes. Outcome testing can be used to check that
processes are working, and used in combination with
root cause analysis, outcome testing can also reveal
trends and anomalies. These are important in refining
the criteria against which vulnerability is assessed.
Investment in people is needed
Many operational managers would admit that they
should be doing more checking, monitoring and testing.
While quality assurance, outcome testing and root
cause anaylsis are recognised as being key to improving
customer outcomes, doing so adds operational cost.
However, given the importance of this new feature of
regulation, it is something that firms should be investing
in getting right.
While Regtech solutions are positioned as being the way
to get more from operational teams, they are far from
a complete solution. People, as opposed to systems are
still critical to compliance, particularly when discrete
judgements such as vulnerability are called for.

RFS is expert in case handling , quality assurance,
outcome testing and root cause analysis. We can
provide the right people and processes to help you get
your management of vulnerable customers right.
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