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Information at your fingertips

Centralising and integrating user information gives
banks the power to make informed decisions about its
customers. But it is important to choose a
solution that is both inexpensive and
protects the bank's investment in
legacy systems. The concept of
Virtual centralisation emerges as a
workable solution

G P Vinaybabu
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anking today is all about meet-
ing customer expectarions. The
power of information has trans-
formed banks from being mere-
ly custodians of public money into truly
customer-focused entities. If technology
has given customers the convenience of
banking@will, it has enabled bankers to
make informed decisions about customers.

Take for example Citibank. With
1,400 branches and 3,800 ATMs in 46
countrics, Citibank boasts of one of the
largest nerworks of branches and ATMs
in the world. Citibank’s core centralised
systcm integrates customer informartion
from all across the globe thereby offering
a customer access to the bank anywhere
in the world from New York to Nawi
Mumbai and Tokyo Toronto.
Citibank’s system is a completely cen-
tralised system,

Conrrast this with Stare Bank of India,
the biggest bank in the country and one
of the largest in the world. With over
9000 branches spread all across India, it
poscs a huge challenge for the manage-

(4]

ment to bring customer information
under a unified control. As on date,
branches, regions and zonal offices of the
bank are largely working in isolation
many times not even being able to ser-
vice its huge deposit reserves. SBI is not
alone in this; all public secror banks face
this problem of a lack of centralised
approach to customer information.

Technology maturity

Says 5§ M Padwal; Sr. Vice President,
Zenith Inforech who has seen the evolu-
tion of banking technology in India as a

professor of National Institute of

“Integrating the data of important
customers to the central process-
ing unit is important. Instead of
integrating the data of some of
the branches it is important for us
to integrate data of some of the
customers.”

A. Y. Pitre, 5r.Vice President, Zenith Infotech

Banking Management, “Technology has
been introduced in Indian banks ar the
transaction processing level or techno-
logically speaking ar OLTP - online
transaction processing level — basically
debir and credit. Transaction processing

“Complete centralization is no
doubt the best model. But the best
may not necessarily be feasible and

may not be desirable.When you
say best it has to be defined in the
context of best for a given cus-
tomer and a given bank.”

S M Padwal, Sr. Vice President, Zenith Infotech

that was tradinionally done with the help
of a ledger, paper and pencil is now being
done with a keyboard and a floppy. So
essentially manual labour is replaced by
technology. So the drudgery of work is
remaoved.

But whar should have happened is,
these funcrions should have been inbuile
into the other applications of technology.
The nerwork connectivity and darabase
control between branch office and the
regional office and from regional office
to the head office was necessary. But
these second and third levels of rechnolo-
gy maturity hasn't taken place.”

Centralisation

The solution obviously lics in taking the
centralization route that involves wiring
up all branches and linking them up to the
head office via regional and zonal nodes.
However, centralisanon to what extent

L

and in whar fashion determines the out-
come of its implementation. The prerequi-
site for centralization 1s computerization
of banks that happens ar three levels. The
first one is the intrabranch compureriza-
ton popularly called as the TBA or Total

Branch Automaton. The next level 15

link up different branches of a bank into a
common netwaork faciliating ABB or Any
BEranch Banking. The third level is to con-
nect all the branches to the head office
thus offering a rruly cenrralised system
thar helps top management in decision-
making. Centralisation can be realized
either through complete centralizanion or
virtual centralization. Citibank s a classic
cxample of complere
However, implementation of complete
centralsation of the Citibank kind in
Indian banks poses many problems.
Explains Raj Saraf, Chairman, Zenith
Infotech, “there are some practical issues
in implementing such systems in narional-
ized banks given the kind of investments,
spread and size of these banks. There is a
simple business reason thar a narionalized

centralization.

or co-operative bank can’t do so. Qur esti-
mates show that if they are going to imple-
ment fully centralized systems their cost of
processing a rransaction would be 300%
higher than the present cost.” Agrees 5 M
Padwal; Sr. Viee President, Zenith
Inforech, “Complete centralization is no
doubt the best model. Bur the best may
not necessarily be feasible and may not be
desirable. When vou say best it has to be
defined in the context of best for a given
customer and a given bank.™

There is yet another reason why core
centralizarion would be an expensive
proposition for banks. Over a period of
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‘Virtual centralization beats complete
centralization hands down in cost

benefit analysis’

Rajkumar Saraf, Chairman, Zenith Infotech Ltd.

What are the broad areas of busi-
ness that you are looking at?

We are basically looking at becoming
total solution providers or TSI Our idea
15 o become a one-stop shop for banks
for all its IT requirements, right from
consulting o implementartion audits,
give our banks whatever is necessary to be
competitive. For example in banking we
are looking at front office software, back
office systems and even delivery channels
like ATMs, cash dispensers etc. thar cover

the entire gamut of services for banks,

What made you look at banking?
We started oft with banking. Our soft-
ware venture started solely focused on
developing banking software in 1996,
And the reason being the parent company
Zenith compurers was strongly into bank-
ing secror and we had very clear require-
ments tor banking software in most banks
whether be it co-operative, private or
nationalized banks, that’s why we looked

at banking as a major focus area.

How did you click with banks?

The reason is very simple. We give
them a good price, and pracrical rechnical
solution for almost all their problems and
queries, When maost vendors talk of bank-
ing solutions on the basis of their experi-
ence in different countries we offer
solutions suited to Indian conditions
based on our experience of working with
banks for many years. All this has come
our after a lot of thought process and a lot
of experience. For instance, take a co-op
bank; if it installs Interner banking, their
customers wouldn’t accept it. The reason
is most of their customers are traders and
tor them the worry is noe IT, ir is [T
(income ax). 5o u have w look ac their
needs in rerms of a very clear marker seg-
METATION.

Iteltigent Banker j-l- lanuary

What is your
solution
spectrum
and reach?
Virrual cen-
tralizacion,
front
branch
AULOMALON, CUSTOMEr SUPPOTT automa-
tion, delivery channels, ATMs, cash dis-

¥

office, -
Rajkumar Saraf

pensers, the hardware and the
connectiviry, We are supporting around
500 branches of various banks. We have
110 support engineers all over the coun-
try in 68 locations. There is no other
banking software solution provider thar

has this kind of support all over India.

What is virtual centralization?

As a company we decided to focus our
products and services on the natonalized
and eo-operanve banks. We have scen that
the new privare banks follow the foot-
steps of forcign banks, For instance,
[CICI Bank and HDFC Bank implement-
ed their I'T svstems based on the Citibank
maodel. Cittbank and ICICT banks have
core-centralized systems. The national-
ized banks in turn take che lead from these
new private banks., But there are some
practical issues in implementing such
sophisticated " svstems in narionalized
banks given the kind of investments,
spread and size of these banks. Theretore
we came out with a concept called virrual
centralization of data rather than a core
centralized svstem. In fact even systems in
ICICI or HDFC are more virmually cen-

tralized than completely centralized.

Does that mean that ICICl and HDFC

do not have centralized systems?
They do, but they have done it more in

the method of virtal centralization. The

rransacton processing cost, reliabiling che
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actual connectivity infrasoructure that
we have in India, and the fact that we
have to be flexible in implementing
newer services, makes it difficult o
implement core centralization, For
example, all multinational companics
keep telling banks to implement central-
ized systems. But today there is a simple
business reason that a nationalized or
co-operative bank can’t do so. Our esti-
mates show thar if they are going to
implement fully centralized systems
their cost of processing a rransaction
would be 300% higher than the present
cost. Fine, everyone wants to talk abour
centralized svsrems bur ar the end of the
day, T am sure no one would like to bear
the cost of it. Therefore, the concept of
virrual centralizarion is gaining ground.
This helps distant processing of transac-
tions and keeps the cost of the rransac-
tion low burt still gives banks 90% of
the benefits of centralization — not
100%. In the real cost benefit analysis
virtual centralization beats complete
centralization hands down.

How different is virtual
centralization from the complete
centralization?

The methodology of implementation
is different; probably effectiveness of
the answer is the same. You have to
implement a system based on how prac-
tical it is to a particular bank and it
varies on a case-to-case basis. One has
to do a proper cost-benefit analysis, a
feasibility study before implementing
such a system. We have worked with
more than 500 branches of various
banks across the country in terms of
software and 1,500 branches in terms of
hardware. Now after working with the
banks for this long we realize that com-
plete centralized systems is nor some-
thing that can be really implemented in
India. Firstly the banks have already
invested in software and ir is not possi-
ble for them to scrap it to implement
new systems, Therefore it is necessary
for us to implement a solution around
the existing system. That's where virtual
centralization comes in.

Would the existing systems be retained
in creating virtual centralisation?
PRISMe 15 our software for virtual cen
tralization. And we are welling banks to
keep the existing systems and buy this
concept of PRISMe, buy our auditing
and consulting services and we'll imple-
ment virtual centralization for
PRISMe 15 a universal financial middle-
ware. It stands for *programmable incell-

YO,

switching mechanism’  which

essentiallv can deliver data over any kind

gent

of physical neowork, any operatng sys-
tem, any software, any darabase ro any
other software in the form required. For
instance to do an ATM transaction, we
install it between the ATM and the bank
software, and between the Interncet and
bank software for Internet banking rrans-
action, berween different branches for
inter-bank transacnions and it will auto-
matically send agents across to different
branches to collect the MIS reports and
give it to the management. It will also
take care of cash management and central
ized clearing. Rather than junking cvery-
thing and buying a new system, we work
around the problem.

Is this just another middleware
that most vendors are talking
about today? ;

This 15 of course a middleware bur a lot
of process knowledge has gone inm
implementing it separately in case of MIS,
Internet Banking, ATM and other deliv-
ery channels. A lot of process knowledge
15 built into the software based on the
pracrical aspects and funcrioning of
banks. For instance, even in case of new
private banks, the realiry is thar the cus-
tomers complain that the bank statements
on the Internet, on the ATMs, and from
branches dom’t match,

What is this concept of a hitech
bank within a bank?

This was invented by Prof. Padwal.
Take for example, Bank of India, which
has 3000 All these 3000
branches don't require modernized ser-
vices. Out of that only probably 100

branches.

branches have upmarket professionals,
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businessmen and corporates who require
these services. So why go and install that
picce of rechnology at all the branches
withour reason. We are telling them ro
iolate these 100 branches and make them
a hitech bank within a bank. So create an
ICTICT bank within Bank of India. Don't
erv to convert the entire bank into ICICI
bank, which is neither required nor feasi-
ble. So whar we say is to take a pragmatic
path and start approaching the problem
from the very basics. Get the most impor-
tant customers what they want instead of
implementing rechnology cverywhere,

Where do you see yourself in the
near future?

Last yvear we had a rurnover of 18
crores i1 domestic business and all of that
was from the banking industry: More than
half of even our international business
comes from the banking segment. Cur
competitors are probably I-flex, Infosys
and TCS erc. We would like to be among
the top rwo banking solution companies
in the country:. Today we are at the 4th or
5th place. T think we can reach the top
position in banking solutions in the next
tour vears' time. This year we should be
reaching a mrnover of 27 to 28 crores.
This will grow by around 70% to 80%
EVery vear.

Wi are basically doing a lot of technolo-
gy work in the US working with very hi-
tech companies there to build their
products. Bur as an industry focus we are
very surely going to stay in the financial
SEFVICES SeCtor,
What is your USP?

We have got the support, practcal solu-
tions and practical price-performance
rates, which no other vendor has. 5o
essentially we support price performance
and all solutions under one roof and more
importantly we have a 1,000 man-years of
expertise, which is a very rare thing,

Today we offer a package for a retailer
bank ar Rs. 18,000/- a month per branch
that gives it all the necessary services and
modules for modern day banking. Lot of
smaller banks have already boughr this.
concept of ASP from us, i
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be done through a decentralized dis-
tributed set up by just rransfering a file
through a software switch, then it helps
. the bank in keeping track of customer
dynamics immensely. This is realized by
virtual centralization.”™

Virtual centralization is a concept pio-
neered by Zenith Infotech. The com-
pany has developed a produce called
Prism-¢ that helps in achicving this.

Financial Middleware

PEISM-e is a universal financial mid-
dleware that allows information pool-
ing through Virtwal Centrali-zation. It
is a switch that transfers encrypred dara
from branches to the head office. It
stands for ‘programmable intelligent
switching mechanism’ which essential-
ly can deliver dara over any kind of
physical network, operating system,
software, database to any other soft-
ware in the form required. The solu-
tion seamlessly integrates with the
existing infrastructure of Banks. The
Three-Tier architecture of the solution
not only lends itself to be a scalable
distributed processing system, bur also
becomes the backbone for incremental
network development.

Retaining customers
With the help of a computerized
setup that is virtually centralised serving

documented in the form of a rransaction
right from rthe rime he opens an
account, like what kind of a customer,

PRISM-e Architecture

1

frectory Services

Target Interface
Layer

the customer needs become easier for
banks. Says Padwal, “Once the informa-
rion rclating o money and markers gers

Eunctional Flow - A Snapshot

Prism-e Lite -

T
Prism -e
Director

~*  Prism-e Lite

Prism - e
Director

Prism - e Director

Data Aribiters Layer
(PRISM-g Lite)

what is his net worth, whar is his total
stake in the bank and where does he
help me add on to my bottomline it
becomes casicr for the bank to serve
him better. Belationship to the industry
he belongs to is also imporrant as it
helps in customer relationship manage-
ment. Such a database thar is fully inte-
grated 15 impossible to be developed
withour the help of technology
Effective risk management of individu-
als is possible by this.”

Another Vice President of Zenith,
Mr. Pitre agrees, “The trend is from dis-
tributed processing to centralized pro-
cessing. Integrating the dara of
important customers to the central pro-
cessing unit is important, Instead of
integrating the dara of some of the
branches it is important for us to inte-
grate data of some of the customers.
Those customers who constiture 80
percent of the business. Corporate and
ordinary  customers  differentiation
should be esrablished. Even if it is in
the remotest corner of the country it
should be integrated.”
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Hitech bank within a
bank

Serving customers based on
their importance is viral. This
calls for a new approach thar

Padwal calls as the concept of

a hitech bank within a bank.

“Given the large nerwork of

branches of a public sector
bank,
nor is it possible to go in tor
total centralization. You have
certain kind of client called as
a  performing  asset who
should be retained ar any cost.
If by centralization you arc
not concentraring on these
PAs and rarger NIPAs, there is
a possibility of the PA leaving
the bank., There are also other

neither is it desirable

kinds of assers called poten-
tially performing assets that
necds hand holding, These are
possible  through cusromer
dara coneral,”

Adds Raj Saraf, “Take for
example, Bank of India,
which has 3000 branches,
All these 3000
don’t require modernized
Our of thar only
probably 100 branches have

branches
SCIVICES.

upmarket professianals,
businessmen and corporares
who require these services.
So why go and install tha
picce of technology ar all the
branches without reason. So
we are asking them to isolate
these 100 branches and con-
vert them into hatech banks
within a bank. 50 create an

ICICI bank within Bank of

India and nor try o convert
the entire bank into ICICI
bank, neither
requircd nor feasible.”

which 15

Total Solution Provider

With  DPrism-¢  Zenith
inforech has now become a
TSP {Toral Solution
Providery. Ies  solution

extends from Hardware plat-
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. Technologisation in Indian bdnks

S M Padwal traces the path of technology induction in Indian banks

tarting from 8,000 branches at the time of nationalization three decades ago we have reached
S almaost 70,000 branches at the turn of the century. The number of accounts and number of cus-
tomers have grown exponentially. As the number of banks and branches increased, it resulted in
increased pressure on data processing functions. This pressure of data processing was reduced
using OLTR IBR {interbranch reconciliation) and computerization ,

Policy makers decided to bring housekeeping and other areas of high volume and low complexi-
ty applications under computerisation. It helped cost control and house keeping. This helped inter-
nal processes to get more efficient as well.

Induction of technology was a resultant of the agreement between the Indian Bank Association
and the recognized trade unions on 8th of September 1983 (1969-1980 - first phase of bank
growth). The unions didn't want computerisation to be called so, but called it mechanization.
Further they also set the condition that induction of technology had to be in the form of advanced
ledger posting machine [ALPM) and not computers, Memory restriction was 64 KB and the function
of a computer was restricted only to savings bank accownts. These restrictions were due to the sheer
fear that computers would render many pEﬂpiEJDtrless or future recruitment will be stopped.

3 . ; The unions however changed the stand to allow
integration of functions within the branch and
increasing the operating allowances for the computer
operator later on. They realized that Automation
would change the type of the job but would not ren-
der people jobless, In late 80s there was virtual
change of stand from opposing computerization to
demand for computerization,

The next phase of technologisation was to expand
products and services and improve customer service,
This started happening in the early 90s,
Internationally Indian banking industry started mak-
ing its presence felt as India as an economy started
getting recognized and foreign investment started
coming in. Therefore Banks were under pressure not only to bring housekeeping functions under
control but also to show better balance sheets to be able to reach international standards so that it
could attract foreign investment.

This lead to the setting up of new private sector banks. These banks were allowed to open with
the condition that they should be technology savvy from day one. This gave a tremendous advan-
tage to these new private banks as they started their operations without any legacy systems. They
were given a clean slate and asked to write whatever they wanted, wherever they wanted in
whichever handwriting and chalk they chose to,On 11th of April 1994, Indusind bank was started as
the first private bank These new private banks became competitors for public sector banks and also
foreign banks operating in India. 5o attempts to focus on customer satisfaction started really only
1290 onwards.

Later in 1997 the CWC passed an order suggesting that 70% of the business come under the
purview of technology. The measure of the extent of automation was determined by the number of
vouchers par day processed by the branch. In early 80s it was 600 vouchers per day that qualified a
branch for mechanization. But number of vouchers is not necessarily a reflection of the amount of
business.

In the present and future context, the percentage of business under computerisation in a stand
alone mode would not suffice the purpose of effective management. It is the management’s role
and responsibility to become a role-model in the use of IT for establishing standards of perfor-
mance in productivity and profitability in changing the face of IT-driven banking.
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forms to middleware (PRISM-c
Switch} to any banking s/w plat-
form of standalone ALPM, PBA,
TBA, virtual cencralisation, core
centralisation solution, ATM/TOS
connectivity, Internet banking, Any
Branch Banking, mobile banking,

Virtual Centralization

HO

clectronic funds transters and ser-
vices such as consultancy, systems
audit & c-rraining, thus covering
the entire gamur and spectrum of
banking solutions.

Detailing the concepr of TSP
Padwal said, “Look ar the vendors
offering banking solurions, There
are two aspects to it Banks don’t
have enough emplovees to support g

the platforms that support rechnol- [ B, Sroes

ogy. Sccondly they don't have

' PRISM-e Features

Branches

PRISM-e is a financial switch or universal financial

middleware which

2 Integrates any back end legacy system with any delivery chan-
nel, including the delivery channels which are in the process of
being invented m

0 s programmable for flexibility

0 Flexible in terms of output channel and input channel

1 Obviates the need to multiple financial switches for different applications

0o Creates and reuses a repository of process models created for various purposes

0 Generates a log database for business intelligence purposes

1 Promotes one architecture on which the bank builds its services

u  Guaranteed One Time, Message Delivery

0 Customized Solution based on the latest Internet technologies

0 Message Acceptance from any legacy System

0 Accepts inputs in sequential file format as well as in the form of database-based entries.

4 Works in both On-line and Off-line Modes

o Backup Warehouse for Delivered Messages

0 Message Retention Facility in case of Major Failures {like System or server Breakdown,
Network Failures, e.t.c.)

o Continuous Message Tracking Facility

u  Message Re-direction and Message Broadcasting Facility

u  Standardized Reporting For Message Queue T

0 Message Queue Maintenance Module

u Piggybacking Support for Windows and Netware based systems (The Application
and its Database can be physically abstracted with no changes required to be made
to the server).

0 Embedded Security Features

o Manual Enabling/Disabling Feature
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Branches

enough employees who do
the developmental work
and support the technolo-
gy So the user of technol-
ogy docsn’t have to be a
technology expert. 5o, the
strategy is to outsource.
But there are two issucs to
be  considered  here -
Capiral  investmenr  and
return on investment, So
the trend 15 to outsource
the headache of mainrain-
ing technology  systems.
That's where ASP comes
in. Bur Zenith is ralking
about TS What is the
advantage Zenith enjovs?
It has been a manufacturer
of computers for the last
20 wears. Over a period of
time it has already made its
mark. It is the second
largest PC sclling company
in the country. Zenith has a
product for power protec-
rion. It is today in a posi-
tion  to supply  various
types of applications for all
kinds of banks — like partial
computerization,  total
computerizarion on LAN
and Windows pln:ﬁ:rm.
No wonder TSP is the
ISP of Zenith. ]
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