BANKING ASP

‘llur ASP will help hanks concentrate

your service

Enterprises migrating into e-business have the
onerous task of reorienting their systems and
operations to meet the new age requirements.
Lack of expertise in building IT infrastructure
and prohibitive costs of maintaining it has given
rise to a new breed of companies called ASPs.
With more banks taking the Net route, banking
ASPs have assumed greater importance

G P Vinaybahu

he ¢ meept of Application Service Provider or
AST is nothing new. We know and experience it in
our everyday lives withour identifving it as such.
The telephone, power and cable lines that enter
our homes and offices all have huge ASDPs power-

ing them. An AST maodel in reality is a shared covironment
that delivers all the application requirements of a new age
company thereby allowing it ro concentrate on its core com-

petency without worrying about IT systems. With the advent

on their core competence’

What is the progress on
your proposed ASP model?
How different will your
ASP be from others?

ASP is basically
environment where you pay-
as-you-go. Companies don't
have to invest in huge IT infra-
structure. Most organisations

1 shared

imvest 100% more in infra-

structure than what they acm-

Sanchez Computer Associates is a global leader in

core banking solutions. Now in India, Sanchez is all

set to launch its own finance ASP, which'll be only

the second such effort in India. Cyrus Vandrewala,

Managing Director and Jehangir Panthaki, Sr.Vice
President, Marketing and Special Projects,
Sanchez Capital Services Pvt. Ltd. spoke to

G.P.Vinaybabu about their ASP model. Excerpts
from an exclusive interview

Cyrus Vandrewala,
Managing Director
Sanchez Capital Services Pyt Lid

ally require, We will be building an ASP wherein even a small bank
that can't afford a core banking solution will be able to atford to
use the solution as part of the ASP and will be able to compete
with any intelligent global bank. It a small bank like Farar- Visya
Bank can have the same system as American Express uses in New
York for a fraction of thar ]hl'in’.‘c, it will have great value,

Basically in olden days an AST was called a burean operation,
It's a global formula for mene than 20 years now. Huge operators
like MCR have been operating these burean operations, They are
all ranning Sanchez systems. It started off in Capada in erade

unions in the form of burcan operatons. Burcau operaror was
wenerally a large datacenter that served a number companies on
varions applications. ASP is exactly this. Ir has become more pop-
vlar and known by a different
Internet.
Our model will have various partners converging to produce
one af the largest ASDPs in India thar includes
a) Orselves as the application providers who run the entire ASD
by A gobal top 3 hardware player to provide all the hardware and
nerworking suppore

name today because of the
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of Interner and the convergence of rech-
nologics in recent times, this concept has
gained greater momentum,

"ASD is basically a shared environment
where companies pay-as-they-go with-
out investing in huge 1T infrascructure”,
savs Cyrus Vandrevala, managing direc-
tor, Sanchez Capital Services
which 1s all set to launch its
own ASD venture soon (sec
box for an exclusive inter-
view), He furcher adds "The
ASP model of today is the new
name given to bureau opera-
tions that has been in vogue
for more than 2 decades. It
has become more popular
and known by a different
name today because of rhe
Internet." Sanchez India will
only be the second company to
venture into ASIP business after i-
flex Solutions Ltd, formerly
CITIL: entered the ASP market
in association  with HDEC
bank. 1-flex has taken the ASDP
route with FLEXCURE software
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package for the financial indusery which
within two vears of irs launch, has
become one of the most popular soft-
ware in the world. I-flex opred for a joine
venture approach to enter the ASP mar-
ker to supplement its domain experience
in the financial segment, with expertise
in segments like running data ceneres,
back-office work of banks, processing
and nerworking,.
Sanchez on the other hand 15 work-
ing in co-ordination with two other
partners, one a global top 3 hard-
ware player and the other a
global top 5 consulting firm
to endorse the processes and
procedures to build one of the
largest ASPs in India. Sanches
Capiral Services, a joint venture
berween  Sanchez  Compurer
Associates, US Capiral
Services group, India, is working
on converging industry  srandard

and

products and offers system inte-
gration operations that enable and
redefines a bank or financial inst-
tution's ability to offer both traditional

Infrastructure operators look
after the physical backend
elements of the network. They
include the telecoms providers
who act as Internet backbone
carriers, as well as colocation and
hosting providers, who manage
Internet data centre facilities
[ re—
as well as new economy industry stan-
Computer

Associates is a global leader in providing
enterprise banking sofrware and a flexi-

dard  services.  Sanchez

ble financial services systems archirecrure
For institwtions waorldwide,

Inrernet itself 15 an abundant treasure
house of disparate applications serving
vartous businesses individual needs. For
instance when you use a search engine,
or call up a stock index chart or check
the weather, you are acrually taking
advantage of applicadions that someone

¢) A global top 5 consulting firm to endorse the processes, the
firewalls the procedures of the

So the promoters are three standard industry plavers, apart
from which every customer will own a certain part of the ASD

We hopefully have our first customer as well. We are
the only one in the country who can transform
legacy banking into a state-of- the-are core
banking solution. Banks thar have core-
banking soluticns in the counery today
are mostly foreign banks or new pri-
vate sector banks. Moo existing
natonalized bank that is 10 years
old has implemented core bank-
ing solutions as yer in India. We
are the first ones o implement
such a system in Vvsya Bank.
Doing this is a mammaoth task
because these banks have any-
where beoween 300 o 25,000
branches, That's very large com-
pared ro the west and the number of
accounts is also extemely large. Very
few systems actually can work with these
kind of numbers of transactions, Since we
have done a lot of waork in similar environments in

Ireland, Canada, Crech Republic, Poland where we have encoun-
tered similar infrastrucaral problems and telephone nerworks, we
are in a better position to handle these problems.

When is this ASP coming up and where? What are the appli-
cations that it will deliver?
The main data centre will be at one poine, most-
Iv ar International Tech Park in Bangalore.
There will be a back up data centre at
another poine, probably Mumbai o serve
the entire country Both work in tan-
dem with hor back-ups on borh ends,
The AST will run all the Profile
i Sanchez core banking software) suite of
produces from core banking ro general
ledger to front end. Banks will also
have the flexibility of matching services
in rerms of their requirements. A bank
may not want to changé every system.
It may want to retain some of its finance
SYSICIMS,

How do you extend services from the
ASP to individual banks?

Cyrus: It depends on the numbers and the

connectiviey. If the bank wants 5 branches connect-
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else has installed, set up and maintained
on the MNet. This is application ser-

vice at its  very basic

level.
However, as more and more .
businesses go online, the need

to facilitate this transformation La
throws up huge oppartunities T]‘{‘Ir |5t

for application SCEIVICE

providers., Since banking-

finance secror is aggressively

moving towards online orien-

ration it has necessitated the
emergence of specialized ASDs
in this sector,

The Net value

For all those who used o wonder
how an Internct venture could ever
make sound business sense, the working
of ASI" model should provide answers,
It 15 now an acknowledged truth thar i
is not possible to have a networked
cconomy  withour money changing
hands. Even though many application
services appear to be free on the Web,
those services are being provided for
payment that has been either displaced
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or deferred. Instead of the user paying
the provider directly, the service is indi-
rectly funded, cither by advertising rev-
enues, from access fees, or - to a
surprisingly large extent - from the pro-

ceeds of stock marker flotations or

Sanchez India on the move

“Tust a tew days back we lanched the Vysya
Bank data centre and it 15 now fully operational,
It 15 a Srare-of- the-art centre with hardware and
suftware functionaliies.” said Jehangir Panthaki
abour Sanchez’s new development,

“We have acquired Nelito Systems recently.
This'll gve us the distibution smength in India.
MNeliro has implemented its produces
services and solodons in 15 naton-
alised banks & over 30 co-operanve
banks. Their products are running in
aroand 500 branches, They have
total branch auromation systems
{TBAs) anel acvanced ledger posting

machines. They have in excess of

}

Meliro gives us an insight into these banks, The
next step will be the core banking soluton.,

We will be porting our systems on to Nelito's
where Neliro's produces soll will remain ar the
frome end and our sohsons will form the bank
end. It is not easy to change the approach of
natonalized banks overnight. Well also be devel-
oping new products in association
with Melito like trade finance prod-
uots, With our know-how and techini-
cal teams we are planming to enhance
their products o incernational stan-
dards, We have the marketing and dis-
tributions teams workdwide that can
market these products. In Ocober end

220 emplovees in 43 locations in
India, Thar gives us a very good cov-
erage in India o support banks.
Banks are Inoking fior a lot of sup-
port. We wouldn't want o be
known as just an American company locared in
Mumbai, but thar which services the entire
narion. Lot of banks are going through the TBA
voute insteadd of core banking, So, working with

Jehangir Panthaki,
Srivice President,
talks about Sanchez's
nawy initiatives in
India

we also set up a Compag Competency
Cenre in Muombai, In this 30,000 sqft
competency cenme we have replicared a
wvirtual bank envimmment with branch-
o5, Sanchez core banking system nuns on
Compaq pladomms here, In December we ane bav-
irgr a theme show where we will be imvamg abot
8-11 banks and oner 2 wedk we will be having prod-
et dennos and educating abour oo sodutons.”

investments by large corporations, made
in the expectation of rerurns to be
generated from future advertising
. and subscriprion income, Most of
% the business development of
course is happening for those
companies thar provide Ner
B access. Server hosting and
. Internet ACCESS BCTVICE
providers have been making
money for long. But now
companies are making busi-
ness in other arcas as well.

The ASP Value Chain

As the diagram shows, there are
five primary sectors thar take part in
the AST value chain, represented by the
five segments of the circle. The firse
three - making up the right-hand side of
the circle - have direct contact with the
user, while the remaining two - making
up the left-hand side - stay in the back-
ground, as operators of the Internet

computing infrastructure.
Service integrarors are the providers
that end-user businesses recognise as

ed or six branches connected then we will
connect the branches and che central pro-
cessing base with the most optimal net-
work vou could find and then the bank's
central processing system will be con-
nected to the datacenter, It is ke a tele-
phunc switch. For instance an EPARX
connects all internal extensions to a cen-
tral point. But to call from one office to
another we go thmugh MTHNL and here
MTHNL is the ASPE Instead of a line run-
ning from my office to your office,
MTNL has a common box where every-
thing goes through rhat.

Jehangir: Another example is the
Microsoft. Rather than paying $ 200 in
buying Microsaft  Word  application
that I very rarely use I can download
MS Word every time 1 want to use
it from the Microsoft office suire of
applications from the Microsoft site -
pay 10 or 20 cents which is a fraction of
the cost T have pay to ger a Word
package, So this is another example of pay-
A5-VOU-USE PrOCess.

Similarly we think a bank doesn't require
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ASDPs. They bring rogether services for
delivery as complete, managed solutions.
They range in sophistication from enter-
prise ASD's to Internet portals. This care-
gory also includes more traditional types
of professional services company, such as
e-business integrators and full-service
providers.

Application providers create the soft-
ware and applications from which solu-
assembled. This caregory
encompasses the software developers
and

tions  are

independent  software  vendors
(I8Vs), whose products ASTs and scr-
vice integrators deliver. The segment
also includes providers who host and
deliver their own applications as online
SEFVICES,

Access providers take care of the 'last
mile' connection that allows users to
network. This caregory
includes telecoms providers and Interner
service providers, many of whom bundle
access along with a basic suite of hosted

access  rhe

appheations. Ir also includes wireless
ASPs, who deliver Welb content and
applicarions to mobile telecoms users.
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Infrastructure operators look after the
physical backend elements of the net-
wark. They include
providers who act as Internet backbone

carriers, as well as colocation and host-

the relecoms

ing providers, who manage Interner data
centre facilities. Another group in this
segment provide utilicy-sryle compuring
resources, such as pay-as-vou-go storage
SCTVICES,

Infrastructure service providers make
up the software and services layer of the
Internet compuring infrastructure, They
include application and AST infrascruc-
ture providers {AIPs), who operate host-
ing centres thar are specially equipped
for application hosting, AIPs often work
with infrastructure ASPs, who deliver
specific elements of the infrascrucrure,
such as billing and metering, directory
payment  processing,
Management service providers, who spe-
clalise in remote management of TT sys-
rems, are another fast-growing group in

Services,  Or

this category,
Users who alwavs thought that soft-
ware as something which they must own

in order o use it have come o
realize that it is no more than the under-

Iving mechanism which delivers an

application that can be accessed
from  anywhere, courtesy  Internet,
Mer advertiscment

Mmanagement,
payment processing, digiral certificare
management and email subscription
lists arc cxamples. The software thar
operates these processes remains the
properry of the service provider, while
the client pays for the application
according to usage, Commerce service
providers, who host electronic com-
merce shopping malls on the Internet
COMme in next.

Butr the next big logical step in
doing business out of the shared
environment of the Net happens o be
AST that supersedes everything that
has been delivered as service in this
space so far. These new breed Inrernet
companies  have become virtual genies
of the new age by going all our to deliv-
er anything and everything thar a com-
pany would need.

a full fledged IT deparmment. It is something dhat we will build
up and maintain. The bank doesn't have o undergo changes in
hardware, software every 3-4 years. We will take care of all thar
leaving the bank to focus on its core comperencies. The central-
ized bank processing systems are the most expensive and infra-
structure intensive for banks. By ASDPs taking care of that, the
banks can look more at its core activities,

Which are the different financial segments that the ASP
caters tof
Some of the segments thar the AST serves arc

Brokerage companies

Online broking

Internet banks

Direct Banks

Treasury

Trade Finance - !
You get a whole suite of products - thar helps banks, insurance
companics and brokerage houses.

*

How much should a company pay?

It's difficult to say. It depends on the branches, customers,
accounts, amount of tme they spend on the system. It could
be transactional based or account based. The basic formula
is pay-as-you-go. You don't need infrastructure, you don't
have to support the infrastructure, vou don't have to rerain

IT sraff in an arrrition intensive industry and still ger maxinmam
benefits

Who are the other players in the same space?

There is only one plaver - flexicube from i-flex. HDEC bank
and flexicube have come together for this. Ours is the only
venture that targets the legacy banks that accounts for more
than 90% of the bank.

What kind of numbers are you looking at?

There are around 400 banks in the country char require
our systems. Then there is a huge co-operative banks
market wherein we are planning to link up multiple co-operative
banks. So there is definite marker in India today for an ASE

What are your efforts on the call center front?

Call center is the single biggest cost for the direct and Internet
banking today Globally Sanchez is an industry standard provider
of call center services for all direct and Internet banks like
Citibank, American Express Bank, Ing bank etc. Private banks
have their own call centers and also outsource, Call centers could
be likened to an ASE. Whereas ASP 15 technology intensive, ASP
is customer focused, We should be making some announcements
on call centers by Jan 2001, We'll have one of the largest call cen-
ters in the country when it is fully operational,

@
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