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editorial

ubiquitous branch there are many other channels such as ATM, Cards, Mobile Banking,

Internet banking and agency banking that one can access for banking services. Another
noticeable change is the payment and settlement system which was facilitated as much as it was
constrained in the past by the clearing houses. Arrival of RTGS and NEFT coupled with the
capabilities of Core Banking Solutions has revolutionized the payment and settlement system. It
appears that in a not too distant future the Demand Draft, the only surviving mode of money
transfer of the past, will also be extinct along with instruments such as mail transfer. Already the
traveler s cheque is much less popular and has been almost replaced by credit cards and travel cards.
All these changes have been possible on account of the adoption of Information Technology in the
banking operations. Be it fund transfer or investment in the market, transactions of large volume
take place with mind boggling speed and with greater efficiency than in the past. Banking
cannot be now thought of without I1. Technology had helped the banks to deliver the services to
customers not only in quick fashion but with a great degree of efficiency and effectiveness.
At the same time there are new challenges that the banks have to face; challenges in data
management front, in managing technology and in keeping pace with the rapid strides in
technology. In the meantime risk management has become the most important driver of the
banking sector. It appears that technology, if not understood properly and if the vendors are not
appropriate, can add to the risk.
In this issue, we bring to focus certain facets of banking technology in terms of reduction of
operations cost by opting for full fledged online banking, strengthening new service channels like
mobile banking and using the latest technology to improve customer satisfaction and customer
service. Authors discuss on how to improve the branch business by using Technology, collect,
collate and analyze data more efficiently etc.
Currently, technology is helping in improving the efficiency and effectiveness of the banking
operations and the on-line banking is just catching up. Online banking would help in providing a
range of services and will cost 85% less than manned banking, says Dr. Shekhar Kirani in his
article “Today s Solutions are Inexpensive, Easy to Use and Ready for India s Banks”. The author
states that, currently only 16% of Indian users are accessing internet banking / online banking.
The low utilization could be due to ‘trust' problems. The author discusses on how to implement
“2” factor analysis which will build the trust in net banking customers in using online banking.
“Mobile Solutions - The Next Technological Frontier” by Shri Vivek Mannige is about the
mobile solutions for a bank. It is indicated that mobile banking will be the next big banking
channel through which most of the banking operations would be conducted. The article discusses
the pros and cons of the mobile banking solutions and constraints faced in implementing the
mobile banking solutions on a wider scale.
Shri Sreekanth Lapala, in his article “Technology Advances Enable Financial Institutions to
Improve Customer Experience as well as Drive Operational Efficiency” writes on how the

" n the past, the branch was the only known face of banking. Today, in addition to the
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technology implementation and its advances has enabled banks and financial institutions to
improve customer service and customer experience while simultaneously improving the operational
efficiency of banks. The article delves upon the right approach to technology which will help in
increasing revenue and reduction in the overall cost of bank services. It also talks about the need to
understand the business process flow and create the solutions to carry out the business process.

The article on “Keys to successful Branch Transformation” by Shri Satyan Gopalan, provides
insight on how a bank branch can be transformed to succeed in its operations. It further states
that the branch transformation project can only be successful when it matches the bank and its
products. It further periodically captures the bank branch of past present & future.

Ms. Suganthi Shivkumar in her article on “The need for data quality in banks”, says that banks
may suffer due to poor quality of data. She articulates the importance of Basel-I1I compliance
and provides the ways to test the accuracy of data by quantifying, documenting and creating
robust processes. It also presents the “BASEL-II DATA ACCURACY SCORECARDS” which
are really important to any bank.

In his article “Next Generation Banking in India Silent (r)evolution” Shri Karthik
Balasubramanyam critically evaluates what is there in store for the Indian Banks in the
Juture. The article adds that the current easy growth business models of banks appears difficult to
sustain in terms of productivity and profitability in the medium term. Market consolidation and
re-alignment of business models will be on the agenda for many banks. The article suggests that
non-performing banks should concentrate in improving customer relationships, re-positioning
the role of bank's branches, aligning people and performance management, comprehensive
reward mechanism across sales & services, structuring long term incentives, re-assessing the
employee profiles and indentifying the winners in a bank among others.

The article on “Secure internet banking and It s fundamentals” by Shri Ashutosh Pandey covers
e-channels of banking and their security. The article analyses the security solutions available in the
market and their limitations. It covers, SSLs, OTP tokens, Challenge response mechanisms, client
side digital certificates and “2” factor authentication. The article also proposes the possible
solutions to overcome the limitations of security solutions by implementing the mechanisms such
as : mutual authentication, by creating a secure environment using technology, by creating secure
technology channels and by using Out-of-Band Transaction Verification and Authentication.

As banking technology is evolving rapidly with new tools, the inputs given in the issue would be
of use to readers to update their knowledge level. Institute endeavours to provide the latest
information from multiple sources. Hence the Institute had approached practitioners in the IT
field to share their perspectives on the subject.

Dr. N. A. Mujumdar in his article, adapted from his key note address, on “Global Economic
Crisis, Asia and the Indian Experience” has discussed in detail the causes that led to the
crisis, how the India economy escaped the mayhem, the resilience of the Indian economy and the
lessons for the world at large from this economic disaster.

The issue also carries an article in Hindi on “ MR s1efega=en & forq af¥ae 7 & w9~ and three
book reviews. We would like to thank all the authors and technology companies who responded
to our request to write exclusively for the Bank Quest. We hope the selection of articles and book
reviews would be of interest and use to the readers and we look forward to suggestions for
improvement.

(R. Bhaskaran)
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Dr. Shekhar Kirani *

Online banking in India offers enormous promise both for
banks and their customers. India counts some 81 million
Internet users, representing a market penetration of just
seven percent. For banks considering offering services
online, India's potential is exciting : Internet usage here
has soared 1,520 percent since 2000.’

Yet realizing the potential of online banking in India is
fraught with challenges::

e Economic, due to a global recession and increasingly
competitive marketplace;

e Cultural, as banks try to balance long-held traditions
with the need to generate profit;

e Demographic, by instituting a “mass over class”
approach to providing bank services to all Indians;

e Security, as banks and their customers face increasing
threats from fraud cartels and identity thieves.

Lately, it's the economic challenges that impact banks
the most. India's public and private sector banks are
striving to halt the escalating costs of doing business. The
need to reduce operating costs has prompted banks to
find more cost-effective ways to serve customers. Online
banking offers a way to provide a range of services to
anyone with even occasional access to the Internet.
It's vastly more convenient for customers, and it's much
more cost-effective than in-person tellers and call center
agents. How much? An Internet banking transaction is 85
percent cheaper to process than a typical transaction.”

So why haven't more banks engaged this potentially
lucrative channel?

The Trust Problem

While only 16 percent of Internet users in India are
expected to be banking users in the short term,’ that

special feature

number can grow rapidly if banks are able to establish
trust with an understandably wary public.

But Internet users know the threats are real and
spreading. India is specifically targeted in roughly 10
percent of the world's phishing scams designed to lure
online users to look-alike Web sites, where they are
tricked into providing their personal account numbers,
passwords, credit card numbers and more. In 2008,
banks in India were subjected to more than 400 phishing
attacks over the course of a few months.*

A popular technique executed by identity thieves and
e-fraud cartels, phishing scams can be set up quickly
at very low cost. On the Internet's global black market -
where stolen identities are bought and sold 24 hours a
day - e-criminals can even purchase “phishing kits” that
enable them to create a fake Web page that convincingly
mimics a bank's log-in page.

Even in the face of these threats, however, India's
banks aren't adequately protecting themselves or
their customers. According to NASSCOM, more than 80
Indian banks lack the security safeguards they need to
thwart attacks from phishers and identity thieves.®

Foiling Fraudsters with Two-Factor Authentication

For banks around the world, the answer to establishing
trust with online customers is two-factor authentication.
Also known as strong authentication, two-factor
authentication goes beyond simple username-and-
password sign-on, which is easily circumvented by
phishers.

With two-factor authentication (2FA), each user
provides not just a username and password, but also
a unigue one-time password (OTP) generated by a
special security credential. When the bank's 2FA service

* Country Manager, VeriSign India.
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provider matches the OTP to the customer, then the user
is authenticated.

The latest 2F A solutions are simpler and more convenient
for users as well. OTP credentials are available in a
variety of formats, allowing bank customers to choose the
credential that best suits their lifestyle. These include
stand-alone hardware tokens, credit card-sized form
factors, Short Messaging Service (SMS) codes for mobile
phones as well as a downloadable application that turns a
mobile phone intoa OTP generator.

As logging on with two-factor authentication requires
something the user knows (his username and password)
and something he has (his 2FA credential), it is much
more difficult for fraudsters to gain unauthorized access
to accounts. Because of this, 2FA has been proven
to be effective against unauthorized access to online
accounts, stopping potential fraud before customers and
banks sustain financial losses.

Some IT managers may have experienced 2FA in its
former iteration as a costly, self-managed solution that
is difficult to scale as user populations grow. Today's
2FA solutions, however, are available as cloud-based (or
managed) services that drive down per-user costs while
enabling on-demand growth. Managed 2FA services
allow banks and other organizations to achieve total cost
of ownership (TCO), savings of 40 percent on capital
expenditures and operational costs, when compared to
traditional on-premise solutions.®

Most recently, the costs and logistics of distributing
2FA credentials to millions of users have effectively been
eliminated with the introduction of mobile applications
that transform mobile phones and PDAs into credentials
that generate OTPs on demand. Since most online bank
customers are mobile phone users, they don't have to
carry an additional credential to generate an OTP for
strong authentication. Instead, the device they carry all
day, every day doubles as their 2FA credential, creating
a new level of convenience. And the application costs
them nothing.

A Relationship Built on Trust

For Indian banks aiming to introduce or expand their
online services, establishing trust with customers, is a
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crucial first step. With its proven ability to keep fraudsters
and identity thieves from gaining unauthorized access to
customer accounts, two-factor authentication should be
a core part of any bank's online offering.

As financial institutions around the world already
recognize, 2FA:

e Protects banks and their customers from financial
losses stemming from online account takeover.
Signing on to a 2FA-protected bank Web site requires
users to provide something they know and something
they have - a combination that e-criminals will find
difficult, if notimpossible, to acquire.

e Is cost-effective and scalable. A cloud-based 2FA
solution keeps implementation and administrative
costs down while enabling deployments to scale
ondemand.

e Is easy to use. A variety of 2FA credentials - including
mobile device-based applications that provide the
ultimate in convenience - make strong authentication
easy for bank customers.

India's banks have a promising future online - but
only if they provide the right safeguards against
e-criminals. Those safeguards should include two-
factor authentication.

Source

1. Internet World Stats, Miniwatts Marketing Group,
www.internetworldstats.com/asia

2. “Indian Banking Industry,” India Infoline Ltd. 2004,
http://www.mindbranch.com/Indian-Banking-R642-0002/

3. “Online banking redefined with new service,” YES Bank
Press Release, Sept. 30, 2008. http://www.ciol.com/
Enterprise/BFSI/News-Reports/Online-banking-redefined-
with-new-service/30908111071/0/

4. “Online Fraud in Asia” Asian Channels, June 2009
http://mediabuzz.com.sg/asian-channels/june-2009/503-
online-fraud-in-asia

5. “Online Fraud in Asia” Asian Channels, June 2009
http://mediabuzz.com.sg/asian-channels/june-2009/503-
online-fraud-in-asia

6. “Two-Factor Authentication : A Total Cost of Ownership
Viewpoint’by VeriSign, April 2005; http:// www.verisign.com/
static/029263.pdf
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Vivek Mannige *

Mobile Solutions are enterprise-wide solutions that
work on mobile phones and enable an employee who
is away from an office to retrieve information on to
the mobile phone screen, from the core system and
update data collected on the field in real-time. They
essentially change the way business is done by
extending the domain of an enterprise system from
within the confines of an office to where the action
actually is, at the customer's location. In banking there
are numerous activities that are conducted outside the
bank's walls, such as sales, relationship management,
loan origination, field investigation, collections where
employees or agents can now become more effective by
being connected anytime and anywhere, to the banks'
core systems.

Back in 1997, on witnessing a demonstration of a
Java-based Internet solution for loan processing for
banks, at a major IT event in Orlando, USA, people
were extremely skeptical about such a solution being
of any use. Today similar solutions are used by nearly
all major banks. The solutions then and now are
essentially the same, with of course increased levels
of security. Then what has changed? It is the mindset of
the adopters. Anything new is met with a degree of
hesitation. Very few people can step where no-one has
stepped before. Others wait and watch to see how the
early adopters have fared before stepping in themselves.
This is a natural process and naturally takes time. Mobile
solutions for banks have essentially followed the same
pattern. The previous decade saw a telecom revolution
as never before. Mobile phones became more powerful
and cheaper while telecom networks became faster.
People started adopting mobile solutions but most
stayed with e-mail and other collaboration applications.

special feature

Then of-course there are those adventurers who started
using mobile solutions for their business processes,
some with successes and others with failures.

Factors Affecting Success of Mobile Solutions

Mobile solutions and their implementation may bring
to one's mind a sense of deja vu. Remember when
e-business was getting popular, how many software
development companies sprang up to address that
market? And then a lot of them fell by the wayside
as they were unable to meet the demands of IT-savvy
users. The same could happen for mobile solutions. Just
as in conventional solutions, it is easy to build mobile
solutions that look good and even perform well in a small
scale. But then when changing requirements of a bank
need to be met and more users get on board then the
“easy-to-build” mobile solutions start falling apart. By
then it may be too late for a bank's CIO to take corrective
action and a lot of time and money would have been
spent in an unsuccessful project. CIOs should dig a
lot deeper into the underlying technology of a mobile
solution before taking the shortest and easiest path.

Another unusual difficulty faced by organizations
is that unlike conventional business solutions that
are restricted to a place of business, mobile solutions
can be perceived by end-users as possibly invading
their privacy. Once, at the end of a training session, a
young sales executive enquired whether his movement
in the field would be tracked by the mobile solution.
He was genuinely concerned and it is such concerns
that could often result in resistance at the user level and
consequently in unsuccessful implementations. Banks
must train their field workers adequately to allay such
fears before they introduce mobile solutions.

* Managing Director, Accel Tree Software
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Some Misconceptions Regarding Mobile Enterprise
Solutions

Enterprise software gurus have observed that
just as the Internet changed the way companies
do business, “mobility is now becoming the next
competitive frontier.” Yet mobile solutions which
are the backbone of enterprise mobility are not fully
understood by enterprises.

The first reaction of a manager is that as the mobile
is a very small device, it may be difficult to use it
for any significant amounts of data. That is not so
as the mobile screen can scroll down to display quite
a large set of information. There exists a mobile
applications for field verification that can display and
modify over 40 items of data for each customer and
store this for an entire day's work, all on a low-end
mobile phone!

Mobile solutions are often relegated to a secondary
function something that supports a core process. Thus
managers believe that unless the enterprise processes
are in place and stable, which hardly ever happens on
schedule, mobile solutions cannot add value. In most
cases that is not correct. A mobile solution brings in
a change in the way business is conducted in the field.
It is a process in itself and in most situations can subsist
onitsown.

Balancing Cost of Mobile Solutions & their Value

Mobile solutions are like any other software solution
where you can get huge variations in price. Then how
do you decide which way to go? The best approach a
CXO could take in such a situation is to engage an
independent consultant to evaluate different solutions
and find the best one where value and cost are
balanced. In the face of it two solutions having huge
difference in cost may appear the same but when the
consultant goes into various aspects such as flexibility
for enhancements, ability to easily connect to core
systems, ability to handle increased user load in future,
hidden costs and a host of other factors and of course
overall value generated, the solution chosen might be
quite a surprise. The CXO should tread carefully and
take a calculated decision.

8 April - June 2010

Presenting Value to the Management

A business head in a bank was convinced that
mobile solutions would help his customer-contact
representatives out in the field. He knew that the process
would get streamlined and his managers would be
able to manage the field force with greater efficiency
and that significant time and effort would be saved in
daily reporting and call tracking. The IT organization
conducted live pilot projects and after detailed evaluation
selected a vendor for supply of the mobile solution.
The business head then prepared a formal request
for executive sanction for the investment, highlighting
that a 10% improvement in productivity would be
expected. Yet the executive committee rejected the
request because the benefits were largely intangible
and moreover as the actual field force was employed
by external agencies and not by the bank, a lot of the
benefit would accrue to them and not to the bank. This
could happen in organizations contemplating enterprise
mobility. Executives taking investment decisions would
like to see tangible measurable results immediately and
not “inthe future”.

Convergence of Visual Data & Mobile Solutions

Many mobile phones today have cameras and
quite a few mobile entertainment applications exist,
that invoke the camera facility. It is now the turn of
mobile enterprise solutions to utilize the camera
phone for business use. Applications can control the
camera, capture a picture and then pass it along with
other information to a central server for processing.
All along, the picture is treated like another data item
and thus catalogued in a database for easy retrieval
later. Mobile photo applications are used by inspectors
for visually recording an asset's condition, by loan sales
persons to capture documents; and the list can go
on, encompassing any application where a visual
record needs to be taken for processing. An innovative
application of mobile camera is one where barcodes on
redemption vouchers are read, verified and accounted
for immediately, with just an ordinary camera phone
instead of an expensive portable barcode reader. It
is just a matter of time that mobile photo applications
will become common-place in the enterprise world.
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Mobile Applications for Marketing

Marketing through mobile phones has been around
for some time now. It mainly consisted of a means
to send text messages (SMS) to the target, promoting
a product or service or offering a discount when
the message is shown at a retail outlet (these
discount coupons are called m-coupons). What these
mechanisms lack is a means to generate pull from
the consumer, that is, an incentive for the consumer
to actually search for special offers. In addition, most
of these SMS marketing offerings lack subsequent
analytics to determine efficacy of the marketing
efforts. In this regard a complete mobile marketing
solution is one when the consumer sends an SMS,
clicks on a link to download an application that offers
an attractive and easy-to-use means to pull mobile-
coupons of interest. The coupons can be presented
at a participating retailer where they can be redeemed.
Banks using such a service can set up their own
marketing campaigns and throughout the campaign
duration can track consumer actions relevant to the
promotions and also generate valuable analytics.

CXO's Guide to Enterprise Mobility

CXOs and business heads are often in a quandary with
respect to investment decisions on mobile enterprise
solutions. They have numerous questions that cannot be
easily answered because enterprise mobility is not yet a
mature practice like e-commerce. These questions may
clarify :

Q: What are the measurable benefits of mobile

solutions to the organization?

A : Mobile solutions improve processes by redefining
them and their value can often be computed in advance,
but their greater value in improving the way business
is conducted is often un-measurable at the micro level.
The result will be contribution to an increased top-line
and profits, however, the contribution cannot be easily
assessed andisolated.

Q : How can we be sure a mobile solution will succeed?

A : A mobile solution is like any other computerized
solution in that the benefit it accrues to an organization
depends largely on how effectively it is implemented.

The Journal of Indian Institute of Banking & Finance

And the onus of that lies not with the managers down the
line but with the top executive management.

Q : How do we choose the right vendor for mobile
solutions?

A : That is a tough decision. Just like when you
choose a music system for yourself, you have to
examine all the qualities of the system, understand
the company manufacturing the system and check
out customer feedback, not just one or two that
could have been fabricated, similarly you need to
see the “big picture” when choosing a mobile solutions
vendor.

Q: Should we not wait for others to try out mobile
solutions firstinstead of being “guinea pigs”?

A : If your competitor gets the benefits of mobile
solutions first then you will, most likely, be left behind.
Why wait, when you are convinced that mobility will
give you benefits?

Q : We are in the throes of implementing a new core
banking system. What will be the right time to get
into a mobility project?

A : Mobile solutions change the way business
is conducted out of the office. Most standard
implementations of core systems cater to the
processes within the workplace. Hence as mobility
is contributing a set of new processes, it can be
implemented independently. There is no need to
wait for a core implementation to be completed, to
get the benefits of mobility.

Q: Then won't the IT team get stretched while
implementing Core and Mobility at the same time?

A : lIdeally, Mobility should be implemented by the
business department and not IT. There is very little of IT
involved particularly as a lot of mobility implementations
can be started quite rapidly.

Q : What are the issues in integrating mobile solutions
with our Core System?

A : Unless real-time data is essential, a batch model
for transfer of data to and from the core system is
ideal, and that is often a non-issue. It will also reduce
the on-line load on the core system. Integrate in real-
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time only when required and keep that in mind when
selecting a mobility solution vendor.

Q : Our Core System vendor has a mobile solution;
would we be better offimplementing that?

A : That is a decision that can be taken only after
you have examined the core system vendor's
mobile solution with respect to your requirements.
A vendor who specializes in mobile solutions would
probably be more agile than a general systems
vendor, in meeting your dynamically changing mobility
requirements.

A : The biggest issue is lack of focus. Day-to-
day operations tend to divert the attention of senior
management from a mobility project, because mobility
projects are often considered “nice to have” but not
essential.

Q : How do we rapidly implement mobile solutions?

A : A senior manager vested with authority should
be made responsible for implementing a mobile
solution. This person should be dedicated for the
job and should have the backing of the bank's
leadership.

Q : What is the single biggest issue encountered when @
implementing mobile solutions?

Report of the Electronic Banking Group of BCBS on “Risk Management Principles for Electronic Banking”

The principles put forward by the Electronic Banking Group (EBG) of Basel Committee on Banking Supervision (BCBS) can be categorised into
three groups : (1) board and management oversight, (2) security controls, and (3) legal and reputational risk management.

According to the EBG, vigilant management oversight of the board of directors is very important in facing the challenges posed by e-banking.
Since e-banking modifies and raises some of the risks faced by the banking operations, the board of directors should undertake a review of the
risk appetite of the bank before entering into the e-banking business. Further, the additional requirements for the risk management of e-banking
operations should be tailored with the overall risk management strategy of the bank. Additional care may be taken to explore the risks related to
cross border e-banking services before getting into the business abroad. EBG further emphasised that the expertise of the staff and
management should be commensurate with the technical nature and complexity of e-banking services. The vigilant monitoring of systems
operability, customer satisfaction and appropriate incident reporting to the board are very important to maintain the reputation of the bank. The
board of directors should take adequate interest in maintaining security control infrastructure with the latest available technological innovations
to safeguard the bank's electronic data base and e-banking operations from both internal and external threats. Further, the board of directors
should also establish 'comprehensive and ongoing due diligence and oversight process' for managing the risks related to outsourcing of some
of the e-banking services to the third parties.

As a first measure to manage the security risks raised by e-banking services, EBG suggested that the banks should have measures to
authenticate the identity of the customer. This is extremely important in the case of cross border e-banking operations where the probability of
unauthorised persons getting access to the bank's system is very high. The EBG suggested that the banks can use a variety of methods such as
personal identification numbers (PIN), passwords, smart cards, biometrics, digital signature, etc., for ensuring the identity of the customer.
Equally important is the authentication of the transaction, i.e., proof of origin and delivery of the electronic transaction. The segregation of duties,
especially between those who initiate static data and those responsible for verifying its integrity within the e-banking operations is important in
eliminating the fraud. Thus, banks should ensure that appropriate measures are in place to promote adequate segregation of duties. Further,
banks should ensure that proper authorisation controls and access privileges are in place for e-banking systems, databases and applications.
The failure to ensure this may allow unauthorised individuals to alter their authority, circumvent segregation and gain access to e-banking
systems. Banks should also give adequate attention to maintain the data integrity of e-banking operations, records and information. Proper
audit trails and measures to preserve the confidentiality of key banking information should be in place for all e-banking transactions.

To protect the legal and reputational risks of the bank, the banks should provide adequate information about the bank's identity and its
regulatory status in the website to allow the customers to take an informed decision whether to avail the e-banking services of the bank. Further,
banks should adhere to the customer privacy requirements of each jurisdiction, wherever the bank is providing e-banking services. Another
important factor in maintaining the reputation of the bank is the consistency and timeliness in providing the e-banking services to the customers.
Thus, the banks should ensure that they have adequate capacity to provide e-banking services in a timely and consistent manner in accordance
with the customer expectations. Further, the bank should also have adequate infrastructure to handle any type of contingency that may hamper
the smooth functioning of e-banking operations.

Source : RBI
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Banks worldwide continue to invest in new
technologies as they strive to bring products and
services to the market quicker, reduce operational
cost, meet ever changing regulatory requirements
and improve their operational efficiency. The extent
of adoption and investment in technology, vary by
institution and globally by region frequently driven by
competitive pressures.

The recent economic downturn has seen most
banking institutions focus inwardly on reducing
costs, with technology investments prioritized towards
that goal. While during that time, other industries
have seen continued advancements in user (customer)
facing experience.

The Indian banking industry today is in the midst of
innovation and transformation. The market dynamics
are ever changing and highly complex, requiring
banking institutions to constantly evolve their products
and services. The combination of competitive pressures,
market opportunity and regulatory risks and compliance
requirements is pushing the banking sector to rapidly
adapttechnology.

A key challenge for any institution is to identify the
appropriate approach to project and technology that
will drive the most benefit in terms of increase in revenue
and / or reduction in the overall cost of services. Take
the case of one global financial institution (FI) with a large
prime brokerage business. Prime brokerage comprises
a set of services offered by investment banks and
securities firms to hedge fund clients. These services can
include securities clearing, securities lending, financing,
reporting and support. In this instance, the financial
institution was providing settlement services to its hedge
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fund clients. Part of the service entailed working
with the client on trade exceptions and margin alerts.
The financial institution had a back office team that
manually compiled and provided this information to
its client. Communications were handled primarily
by email between the hedge fund and the Fl's staff.
The financial institution embarked on a modernization
effort to bring efficiency and automation into its
operations. In particular it focused on how to improve
the trade exceptions process both for the customer and
for the bank. Exceptions as they were being handled
were resulting in : missed SLA for on-time resolution
of exceptions, manual paper driven operations leading
to higher data errors and ultimately higher costs
for exceptions management and compliance risks.
This effectively meant that there was very little straight
through processingin place.

On the management side, there was no real ability for the
management to access intra-day data to monitor how
operational activities were carried out and what changes
could be made around the team.

Key goals for the initiative were to improve the customer
service representative desktop through the following
means:

e Provide readily available information in structured
format

e Create the ability for clients to act on the information
immediately

e Allow more customer control in the form of self service
and the ability to monitor SLA's being met

e Provide the Bank's operations team with visibility and
monitoring tools

*  Dpirector- Delivery, Virtusa (India) Pvt. Ltd.

The Journal of Indian Institute of Banking & Finance

11

April - June 2010



The bank set about the project to achieve the above
goals. The diagram below illustrates the high level flow of
the process. It shows a number of steps that are required
to complete trade processing.

After understanding the current business process
flow, the next step was to choose the right
technologies for the project. Upon analyzing the
project needs, it was ascertained that there was
the need for rules, workflow management, integration,
reporting and a strong user interface (Ul) to allow
customers access.

The solution approach was combined with these
elements by creating a flexible 'Real Time Monitoring
Dashboard' supported by a Service Oriented
Architecture and leveraging a rich internet application
(RIA) to create a dynamic user interface. The
design goal was to be able to support the entire
trading life cycle for any financial exceptions events.
The first event rolled out was margin exceptions.

12
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Subsequent events like 'Corporate Action', 'Account
Opening', '‘Account Transfer' and ‘Wire Transfer' were
easily added on.

The result was a consolidated, single portal view
into lifecycle stages across all financial transactions
that provided real-time monitoring and transparency
of processes, helped in achieving the productivity
gains for Customer Service Representatives and
enabled prioritizing critical and sensitive exceptions
for customers.

From a technology standpoint, the benefits of
implementing this solution caninclude :

Holistic view to identify, monitor and control events
and exceptions

Transparency in the exceptions which improve risk
management

Faster resolution time which benefits both the bank
andits clients

Significant Improvement in productivity of CSR and
Collateral Managers

Increased customer satisfaction through better
access to information and a platform to manage and
control exception.

In this era of increased competition, demanding
customer needs, rapid technology advancements
and stringent regulatory requirements, speed and
efficiency in executing financial transactions is
crucial for success. The implementation of a Real
Time Monitoring Dashboard helps banks to monitor
exceptions, triggers workflows for successful resolution
of exceptions and supports the banks in their quest
for faster transactions, reduced risks and lower
costs.

@
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A branch transformation project will only lead to
success when it matches a bank and its products,
when employees can identify with it and when it
supports customer requirements.

The branch network is one of the most valuable
assets for any retail bank. More than 80% of all sales
are made within the branch. So it seems unimaginable
that a few years ago banks in many western markets
closed branches because they were regarded as cost
centres and that the future of banking was online.

Those banks that reduced their network have had to
eat humble pie as they realised they lost contact with
customers and revenues suffered as a result. Now that
the branch is back in a big way and bankers all over the
globe are attempting to redefine the branch experience
by adopting fresh new designs, innovative IT, self-service
zones, new sales and customer service cultures to drive
revenues with an eye to keep costs under control.

Clearly, banks want to renew their branches and then
ultimately push them to function as strategic retail centres
that act as a hub of interaction. However, the branch
continues to be a complex delivery channel, so banks are
intensifying their efforts to run them more efficiently and
profitably, without impairing customer service.

India is no exception as banks and their customers
have benefited from the wave of core banking system
implementations. And as a result, banks have augmented
their delivery channels from simple branch concepts
to multiple touch points that incorporate self-service
ATM / POS, mobile, internet and phone banking. These
delivery channels provide multiple options to a customer
tointeract with his bank at his / her own convenience.

It also gives banks an opportunity to become more sales
focused and cross-sell or up-sell additional products and
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services in the branch or through other channels.
But the next step to reach the goal of becoming more
akin to retail centres is to transform branches. And
this means introducing new processes and solutions
to enable rapid expansion of branch networks in a
standardized method : processes and solutions also
need to be scalable to effectively ensure they are
future-proofto a certain degree.

But a branch transformation project can only lead to
success when it matches a bank and its products, when
employees can identify with it and when it supports
customers. That means conducting rational analysis using
appropriate data to map the future of the branch network.

Specifically, collecting data on transaction times and
volumes, employee abilities and self-service usage
rates is a necessity otherwise it will restrict a branch's
potential. Also, banks have to decide the optimum
number of tellers, ATMs, cash deposit systems, pass-
book printers, transaction kiosks they should deploy
in a branch and how to plug them into the back-office
systems of the bank.

It also means anticipating the needs of customers
today and tomorrow. That means asking lots of
questions : How much branch networking is needed?
Do customers want more or less service? Do customers
avoid bank consultants, and if so why? How much
security do they need? And how much independence
do customers want in their decision-making?

Meanwhile, banks can improve their efficiencies by
double digits, by realigning their networks to the size
of wallet, demographics, current share and competitor
presence in their respective markets, according to a retail
bank branch report published by the Boston Consulting
GroupinMarch 2010.

* Managing Director, Wincor Nixdorf India
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Those that do their homework can then make the
operational and paradigm shifts needed to create an
improved experience that will strengthen customer
relations over a longer period of time and allow banks
to grow sustainably.

Only when banks have a clear understanding of
their underlying needs can they determine the impact
that these will have on their branch transformation.
Every change can have an impact and efficiency
can be compromised if the facility is not structured to
support them. For instance, what happens if teller
counters are reduced and replaced with self-service
terminals? How long are waiting lines, when customer
frequency reaches more than 100 percent on an
average day? What employees are working at what
capacity at what times? What is the impact of all these
scenarios on customer satisfaction?

Only then can banks properly weigh their needs and
how they align with customers, employees and their
own product mix. Banks are under tremendous pressure
to understand their customers and to rethink their service
behaviours. Cost-income ratios aside, the process of
adapting and converting existing business processes is
also complex. Considering that over 80% of all sales are
made within the branch, a failed branch transformation
would come at a very high price. There would be the
immediate loss of investment, as well as a reduction in
customer service levels.

A one-size-fits-all approach to the branch is no
longer viable, yet laggard banks have been slow
to revise tactics. Industry leaders however have
achieved important automation and cash logistics
benchmarks, challenging traditional notions of size,
shape and format, compared to their traditional
bricks-and-mortar counterparts. While the results
might vary, the underlying theme is the same : a
common ability to grow revenues and profits, and
to exceed customer expectations through integrated
processes and infrastructure, as well as ability to create
innovative spaces that feel like retail centres.

An example of a new approach is the mobile branch,
a small 'instant' bank that can be set up to provide basic
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services such as cash deposit or withdrawal. It can be
easily moved within a branch to allow banks to meet
the requirements of its changing needs. For instance,
it can be used for 24-hour banking, as an additional self-
service counter during peak hours, or as a fixed banking
option within a branch. This format is beginning to be
widely adopted by locating the mobile branch near the
bank or near major shopping malls in order to place the
financial institution in the path of the pedestrian.

Mini branches are also becoming increasingly popular as
a means to bridge banks' need to keep costs down and
ensure customer proximity in underserved or rural areas.
Since small branches are at increased risk of robbery,
automatic teller safes with a set time delay should be
embraced, to eliminate tellers' direct access to cash, and
to deter criminals.

Another retail banking format is to offer assisted
online banking. Instead of pushing customers to
use the internet banking channel at home where
relationships with customers can become disconnected,
a new concept is to bring them back into a branch that
is located in a retail mall.

Customers can perform various internet banking
tasks such as open a savings account, transfer
money or invest in a new investment fund with or
without the help of a bank consultant. The difference is
that when a customer has a question or it is not clear
about a product, a bank consultant is on hand to
provide that advice. This new format was adopted by the
United Mutual Savings Bank of Griesheim - Weiterstadt
in Germany and executives also adopted attention-
grabbing elements such as a two-meter high, six-meter
wide indoor projection screen, to draw attention to
different promotional themes, as well as a coffee lounge
to make the location more inviting to customers.

In India, it is important to keep in mind the new
imperatives of containing cost with smaller, optimally
staffed branches, especially in rural or under-banked
areas, while the other related trend has been risk-
management driven : to in-source sales related
activities for a range of products into the branch from
external agencies.
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Cutting-edge branches worldwide share several common
characteristics that simplify customer interaction and
business processes. Here are five key elements to
consider:

1. Successful branches pair security with customer
convenience.

Customers seek branches that are able to successfully
combine a comfortable atmosphere with trust and
security. Therefore, banks are designing branches to
enable a seamless flow between self-service, assisted
service and consulting zones.

In the front office, banks have installed discrete video
systems at the counter, teller and self-service zones,
right down to the terminal level, to make consumers
feel secure. Biometrics is also being used as a user-
friendly means to limit access to critical applications
and sensitive data.

Behind the scenes, branches also need to secure
the back-office environment. This means elevating
security to shield sensitive business processes across
all stations against internal and external attacks. This
includes protection of the self-service application, the
operating system, and the communication and network
systems against manipulation.

2. Successful branches focus on consulting and
sales innovation.

A bank and its branch network must adopt customer
service techniques that make visitors feel welcome.

Fortunately, many customers feel more comfortable
visiting a branch when they need to make complex
financial decisions. In fact, a study by KPMG suggests
that the higher the household net income, the higher
the interest consumers have in seeking a financial
advisor. That means that branch employees need to
be properly trained to behave as consultants in order to
provide added value to customers.

Banks also need to find ways to refresh relationships
and create more opportunities for more spontaneous
contact and conversations with existing and potential
customers. Digital signage that features seasonal
promotions or topics can create those opportunities to
interact with customers and understand their needs.

The Journal of Indian Institute of Banking & Finance

3. Successful branches limit unsecured cash in the
Branch by using cash management technology.

This is not just about reducing the level of cash in
self-service systems. Increasingly it means monitoring
how the bank's money flows along the entire chain.
If processes in the money supply and collection chain
are streamlined, annual savings can be as high as
40%. The main areas of savings include : over-the-
counter payments and deposits, self-service machine
operating costs, automatic authenticity and fitness
checks, and interest on unnecessarily high cash levels
in ATMs and teller positions.

Automating processes, extending information
management and outsourcing cash logistics also can
help to reduce costs. An example of process automation
at the branch level is the use of cash recycling systems
that shorten the cash cycle and significantly reduce
replenishment and collection costs.

In this context, financial institutions can also consider
the outsourcing of complete business processes such as
ATMs and cash management. This step would continue
measures already put in place by numerous banks that
have chosen to outsource services such as maintenance
and security support, repairs and rollouts to external
providers.

4.Successful branches automate standard

processes.

ATMs draw customers into branches. So, there are
several benefits to transferring numerous standard
banking processes to the self-service channels : a
significant reduction in costs, higher system availability
for customers and improved service through a 24-hour
self-service zone.

Banks are making greater use of self-service as a
marketing and sales channel, to increase revenues
and raise profits. In many countries, customers now
rate self-service ahead of newspapers, TV, internet and
e-mail when it comes to attentiveness, credibility and a
personalized approach.

Strategic investments in specialized software are
needed to turn self-service into a revenue and profit
centre. For example, direct marketing programmes
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run through the ATM can highlight bank or third-party
promotions and have a positive impact on revenues.
It could also be a tool to conduct customer surveys,
which is a useful avenue for honest customer feedback.

5. Success equals scalability.

Channels - The challenge for banks is to ensure
that new processes and solutions can be scaled to
meet increased demand. This means using a solution
based on service-oriented architecture (SOA) to deliver
identical services on all systems and channels even if
these originate from different vendors.

This creates a unified experience and keeps costs
down. Besides its service benefits, SOA also plays a
pivotal role in improving security by improving efficiency

and eliminating risk. This is especially important for
smaller and optimally-staffed branches, especially those
in under-banked areas.

Strong IT supports processes, rather than the other
way around. And SOA allows products to be rolled
out faster, cutting time-to-market and simplifies the
changeover to managed services, and if necessary,
the complete outsourcing of entire departments.

The potential payoff for an aligned branch is
considerable. Winning banks are excelling in dynamic
branch transformation management which results
in faster reaction time, improved customer loyalty,
optimized sales channels and increased productivity.

Q

Chart : The bank branch journey

Yesterday Today

Tomorrow

Focus : Rationalization

Focus : Renewal

e Cost reduction * New branch concepts * Revenue generation

e Efficiency ¢ Customer & sales focused e Sustainable growth

e Branch closure e Customer wallet share e Branch specialization
(customers & solutions)

e Process automation e Cross-selling or up-selling

Focus : Transformation

e  Customer lifetime value

e Personalization

e |ndustrialized processes

Source : Wincor Nixdorf
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Most organizations today suffer from the problem
of data quality. Unfortunately, for most organizations,
operational challenges have become a part of their
day-to-day activities making them devise both simple
and complex work-arounds to compensate for the data's
shortcomings.

Organizations involved in financial risk exposures
suffer from poor data quality, but nonetheless are
able to function with apparent efficiency. For example,
a Data Quality Assessment revealed that a particular
bank had over €2 billion in corporate loan exposures
without maturity dates. (Source : Informatica)

This is a classic case of both poor data quality
and poor business process. While the repercussions
can be appalling, such lack of data quality did not
seem to have affected the bank's business up until
the recent credit crunch. So in the past, the bank
would not have prioritized this data deficiency. It
would have deemed other issues more worthy of
attention and budget. Now senior level executives
recognize data quality as critical in supporting a range
of banking reports.

Basel-ll is one of the major drivers of change within
the banking world. Because it is used to assess risk,
the underlying quality of the data is critical to being
able to deliver a report with any level of confidence.
Today, Basel Il is adopted by financial institutions not
simply because it is a compliance directive but also
because itis formany, the embodiment of best practice.

Regulations

Basel-Il (and particularly Pillar-Il of the Accord)
puts responsibility on financial institutions in the
area of data quality and data management. Banks
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must look at the accuracy of their risk exposure
calculations throughout the entire business. For many,
this encompasses the exposures from businesses in
many different countries.

Regulators such as the Financial Services Authority /
FSA (United Kingdom), the Federal Reserve (United
States), and the Bundesbank (Germany) have made
it a requirement that banks self certify the accuracy,
completeness, and appropriateness of Basel-critical
data. Banks must now tailor their data management
strategy to meet this requirement. Talking about India
in particular, even the RBI has recently issued a
notification laying down a time schedule for all
scheduled commercial banks operating in the country
for implementation of the advanced approaches for
the regulatory capital measurement under Basel-ll
framework.

An example of the explicit requirements for data
quality is highlighted in the FSA's application pack
forinternal ratings-based (IRB) approvals :

“Describe how the firm ensures that IRB (internal
ratings based) data standards are met, and in
particular how it ensures the accuracy, completeness,
and appropriateness of the data underlying the firm's
regulatory capital calculations.”

This criterion effectively moves data quality out of the
“it-would-be-nice-to-fix” status into an issue that must
be addressed to comply with banking regulations.

Banks need to establish quantified and documented
targets and robust processes to test the accuracy of
datain the following ways :

e Reconcile inputs and outputs of capital calculation
with accounting systems

* Managing Director, Informatica, South Asia
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e Assign every exposure a probability of default
(PD), loss given default (LGD) and, if applicable,
a credit conversion factor

e Establish key risk indicators to monitor and ensure
data accuracy

e Fully document processes for business and IT
infrastructure

e Set clear and documented standards on ownership
andtimeliness of data

e Develop a comprehensive quantitative audit program

These new priorities require consolidated data collection
across the institution, so that data from all business
units is brought together into a single source, typically
a data warehouse from which reports are generated
forrisk and Basel-ll related decisions.

Data Quality and Basel-lI

Most leading banks are addressing these key priorities
by investing in the data infrastructure : data warehouses,
risk engines, business intelligence (Bl) layers, and data
integration software.

But at no point in the data stream is data quality
managed as an explicit function. Instead, it is dealt
with by tools not designed specifically for the purpose.
This is an important oversight because data quality
is a vital intersection point of infrastructure and the
business. More importantly, data quality is an explicit
requirement for Basel-Il compliance.

Score carding

Score carding became a focal point for data quality in
Basel-Il when the FSA's CP 189 proposed score carding
as an external audit point.

BASEL-Il DATA ACCURACY SCORECARDS

High standards of Data Accuracy : We propose
quantifiable targets to cover completeness and
accuracy that will rise over time.

Robust control and systems environment : Firms
are encouraged to develop automated data capture
processes to safeguard the integrity of the calculation
and reporting process with full and appropriate levels of
documentation.
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Proposed standard : A self-assessment data accuracy
scorecard (DAS) that includes a mix of regulator and
firm specified targets that can be accessed through
quantifiable tests that we will agree with firms on an
individual basis.

Structure of Data Accuracy Score card : We will set
core targets that will apply to all firms. Firms will set
supplementary targets and we will agree to these on an
individual basis depending upon relevance to the firm.
The tests that are applied will be firm specific and
agreed with us.

Scorecard will comprise prescribed areas, attainment
targets and tests

Forexample, '‘completeness'is an area (all assets have
to be captured), the target is 100%, and the test is
reconciliation to the report and accounts.

(Financial Services Authority)

Data Quality Firewalls

The chosen solutions should extend this compliance
score carding approach to apply “data quality firewalls” in
front of the risk engines, be they in-house ones or those
from third parties.

The firewall's main function is to identify poor data
quality before it goes into the engine, which removes
the requirement for manual data remediation on the
risk engine's log files and ensures that only high-quality
data enters the risk engines. Firewalls perform both
automated and manual tasks. For example, errors in non-
transactional client reference data can be automatically
standardized, cleansed, and / or enriched on the fly.
Errors in transactional data are identified and presented
to business analysts for rapid remediation.

The ideal risk solution should perform analysis on
all types of master data : Customer and counterparty
data, market and credit data, financial, reference, and
transactional data.

Therefore, this includes key data related to : Probability
of default, loss given default, exposure at default.

Risk and Basel-1l DQ Management

The chosen solutions should provide a data quality
management framework that gives the business total
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assuranceto: e Deploy a data quality firewall ensuring that new

Manage data quality on an aligned and integrated data is congistent with the risk management and
basis, meeting best practice on legacy data Basel-Il requirements, among others

management and new business development DQ Starter Pack : Risk & Basel-ll Management
Measure and to monitor the data quality using : While deciding on the starter pack for Risk & Basel-Il

Existing and newly created internal reference data Management, the chosen solution should allow users
sources, third-party reference data sources, the the following benefits:

solutions own reference data e Framework data quality rules in such areas as
Act on areas identified for improvement without key attributes for : Risk weighted asset calculation,
threatening the quality of existing data probability of default calculation, exposures (dates,
Handle change requests and new developments amounts, and limits), obligors (dates, basic address),
without threatening the quality of existing data ratings (obligor and product), and securitization.

about the accuracy of the data being stored, being équirements.

generated, and being used for decisions e A scheme for Bl vendor independent reporting
Match data against trusted reference sources for that supports : High-level aggregated data quality
validation and enrichment metrics for senior management, drill-down by multiple

dimensions, detailed results, including indicators of

Monitor and cleanse, on an ongoing basis, gaps , , >
potential loss on a per business rule basis.

in data accuracy and identify incidences of non-
conformance @

Revision of the Banking Ombudsman Scheme 2006 (BOS)

Based on the experience gained since January 1, 2006 in implementing the BOS, the Customer Service Department of the Reserve Bank has
revised the BOS during the year. The salient features of the amendments carried out to the Scheme 2006 are as follows :

The scope of BOS was widened to include deficiencies arising out of internet banking. Under the amended Scheme, a customer would also be
able to lodge a complaint against the bank for its non-adherence to the provisions of the fair practices code for lenders or the Code of Bank's
Commitment to Customers issued by the Banking Codes and Standards Board of India (BCSBI). Further, non-observance of the Reserve
Bank's guidelines on engagement of recovery agents by banks has also been brought specifically under the purview of the Scheme. The
amended Scheme, however, does not include certain banking transactions, such as failure to honour bank guarantee or letter of credit.
Complaints on these areas of banking services are insignificantin number.

Any customer who has a grievance against a bank can complain to the Banking Ombudsman in whose jurisdiction the branch of the bank
complained against is located. Some banks have centralised certain transactions, like housing loans and credit cards. If there are complaints
regarding such transactions, complaints would have to be made to the Banking Ombudsman in the State in which the bank customer receives
the bill/ statement of dues. As per the amended Scheme, the Banking Ombudsman can award compensation not exceeding Rs.one lakh to the
complainant in the case of complaints arising out of credit card operations, taking into account the loss of the complainant's time, expenses
incurred by him/her as also, harassment and mental anguish suffered.

In addition, the Reserve Bank has also simplified the format for lodging complaint with the Banking Ombudsman. Though the complainant need
not lodge the complaint in a specific format, the Scheme now provides for an easy-to-fill format for lodging complaints, in case complainants
prefer to use the same. The jurisdictions of the Banking Ombudsman at Kanpur, New Delhi, Chandigarh, Chennai and Thiruvananthapuram
have been rationalised to include/exclude certain areas taking into account the geographical proximity of those areas to the respective Office of
the Banking Ombudsman. For wider dissemination, the Reserve Bank has asked all banks to place a copy of the Banking Ombudsman Scheme
ontheir website.

Wherever any of the complaints are not redressed within one month, the concerned branch/controlling office should forward a copy of the same
to the concerned nodal officer under the Banking Ombudsman Scheme (BOS) and keep him updated regarding the status of the complaint. To
ensure that the customer is made aware of his rights to approach the concerned Banking Ombudsman in case he is not satisfied with the bank's
response, banks were advised to indicate in the final letter sent to the customer regarding redressal of the complaint, that the complainant can
also approach the concerned Banking Ombudsman if he / she is not satisfied with the bank's reply or redressal action.

Source : RBI

The Journal of Indian Institute of Banking & Finance April - June 2010 1 g



special feature

Karthik Balasubramanyam *

The Indian financial services industry stands at the
cusp of its second structural (r)evolution. While policy
makers debate the pace of measured deregulation,
banks must cope with multiple dimensions of change
involving regulation, technology, new competitors and
business models, capital pressures, and constantly
changing customer demands.

Winners in the future are likely to move away from
the rest of pack at a brisk pace, sailing through the
potentially heavy headwinds ahead. These firms will
make intelligent choices with respect to their operating
models, customer-centric acquisition and management
approaches, product portfolio, and partnerships apart
from planned international expansion. Most often than
not, technology and innovation would be integral to their
choices and the themes they choose.

Indian Banking Next'Eldorado'?

With the Indian economy enjoying a long spell of
robust growth over the last five years, the Indian
financial services industry has seen accelerated
growth - with strong performance in each segment,
namely, banking, asset management and insurance.
This has come on the back of positive developments
over the last decade wherein, the sector now compares
favorably with banking sectors in the region on metrics
such as growth, profitability and non-performing assets
(NPAs). In addition, select banks have made steady
progress in global rankings both in terms of asset
base, capital and business growth. The market is far

from saturation with the economy projected for
sustained GDP growth, opportunities to service
a large, young, working middle class' population,
apart from managing the needs of emerging Indian
multinationals with global horizons. In addition, there
is a large 'un-banked” population pointing to a larger
market requiring access to fundamental products at
affordable prices.

Regulation and control have been on the forefront
protecting the industry from global financial and
currency crises that have occurred in other markets.
The government and central bank continue to exert
considerable control and protection, both in terms of
regulation and influence in the market place through
state-owned banks. This benign environment has aided
an era of unbridled growth and strong returns for most
banks. Banks, independent of ownership groups and
size, have initiated or completed the first technology leap
by adopting core processing platforms and deployment
of remote channels. Recent entrants have caught up with
more entrenched players and have made investments
to shift gears towards a world-class environment that
supports integrated sales and service, risk management
and organizational performance.

Many senior executives in banking would probably
claim that they understood the challenges facing the
industry. In a sense, they would be right. The challenges
of change, increasing regulation, tough competition and
more demanding customer expectations are routinely

*

Senior Consultant in TCS Banking and Financial Services practice and is currently based in Singapore.

1. More than 360 million Indian people have incomes above the National Council for Applied Economic Research's (NCAER) threshold for ‘middle
class' of more than $2,000 per person per annum. 90 million earn between $4,500 and $22,000 per annum. Their purchasing power is much
higher than it would appear in dollar terms ($3,000 per annum is seen as the threshold for buying a car in India, for example). The NCAER
expects the 'middle class'to reach 560 million people by 2010. (The Great India Market, 9.8.05).

2. Anun-banked is defined as any individual of 15 years of age or older who does not have a saving or deposit account nor access to loans in a
commercial bank or any alternative financial institution (AFl) such as state owned agricultural, development and postal banks, member-owned
savings and loan institutions, other savings banks, low-capital local and rural banks, and specialized microfinance institutions.(Technology and
Innovation in Financial Services : Scenarios to 2020, World Economic Forum report, 2008).
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expounded. But in a more profound sense, the
industry is yet to encounter genuinely threatening
developments arising from disruptive innovations,
whether these focus on new technology, new business
processes or completely new business models. To date,
Indian banking has avoided such disruptive shocks
often guided by state-guided intervention.

As the headwinds of change strengthen, Indian financial
services needs to embrace its second structural
shift wherein both the market regulators as well as
participants can evolve and re-work their strategies.
The regulators and policy makers are focused on
injecting digestible capsules of change whilst prompting
deregulation and accelerating the creation of world-class
infrastructure (e.g., payments, asset reconstruction
companies (ARCs), credit bureaus, back-office utilities)°.
Given the state's interest and shareholding in the
banking system, market consolidation - either state and /
or market-driven influences are required to minimize
pressure on the exchequer for additional capital infusion
to help the state-run banks meet Basel-Il requirements
aligned to international standards.

The banks themselves, even today's winners, have
to deliberate on the degree of cultural and business
transformation that they need to adopt to tide over the
magnitude of change ahead of them. The current 'easy
growth" business models appear difficult to sustain both
in terms of profitability and productivity, in the medium
term. Fuelled by fundamental product engines where
demand outstripped supply and geographic expansion
led to tapping customers looking for responsive services,
these models have become a part of regular hygiene
and are being adopted by most, if not all. Easing of
restrictions on foreign bank entry and investments
across banking, capital markets and insurance - should
increase competition for traditional profit pools. In
addition, non-banks (e.g. Reliance Capital and IDFC)
apart from niche players (e.g. Rabo) who continue
making in-roads, create business slivers that cut slices
from traditional revenue streams of mainstream
banks. Added to this, de-regulation and the adoption of
international norms require banks to craft policies linked

to market realities and their business strategy without
guidance support of central bank directives.

Market consolidation and re-alignment of business
models will be on the agenda with only a few large
players being able to sustain multi-asset full-service
business models. Competition will be on the rise to
allow participants to tap into newer profit-pools. Market
leaders will eventually control such arrangements and
rules permitting roll-up of these ventures and smaller
players. Some banks will need to look at their product
portfolio strategy across banking, securities, cards,
leasing, mortgages and bancassurance businesses.
This, alongside additional capital requirements, could
trigger some market-driven sales / divestments in the
next nearterm.

While the overall action agenda and roadmap around
reforms is chalked out by the government and
regulators, banks need to evolve and craft approaches
that support some of the decisions around business
model, product portfolio, customer management, human
capital and policy, product management (pricing,
bundling), and often leveraging solution and capabilities
made available by technology and innovation. The
winners are likely to get their basic ingredient right
and develop a future strategy that exploits opportunities
presented at the industry level. Rest of the banks would
need to work on their fundamentals with the aim to
defend their asset and customer base.

Customer Paradigms - Crafting a Winning Mindset
and Delivering an Enriched Experience

With the race towards operational efficiency made
possible by advances in technology, most Indian
banks have focused on lowering costs, and some
banks have achieved that. By focusing on managing
costs and profitability within product business and
units, banks have been able to make marked
reductions in their cost to income ratios. While many
banks claim and have made large investments in
Customer Relationship Management (CRM) systems,
the way they are managed suggests that their CRM
tools are underutilized in generating 'real' insights to help

3. Indian Banking 2010 : Towards High Performance, Mckinsey & Co, 2008.
4. India Financial Services Good Long-term Potential - but Structural Weaknesses Need to Be Addressed (Morgan Stanley / Oliver Wyman, 30

September2008).
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anticipate customer needs and understand customer
profitability.

Despite the rhetoric and nice sounding campaigns,
some banks tend to leave customers out of the
picture. The inward focus on operational efficiencies
did not align with differentiated customer services. One
division's most valued customer is another's occasional
purchaser; but customers view their experience in
totality. A poor experience with one division causes a
ripple effect of dissatisfaction across boundaries. As a
result, the bank is vulnerable to high rates of customer
attrition. While executives may recognize the problem,
they have tended to see it as a necessary trade-off in the
pursuit of operational efficiency.

The goals of operational efficiency and customer focus
are not mutually exclusive - they are complementary.
Success hinges on adopting a different way of thinking,
and having a customer focus embedded in the cultural
'DNA' of the organization. Evidence from other industries
has found that truly customer-centric companies think of
and manage themselves in a fundamentally new and
different way. They deeply understand the profitability
not only of products and business lines, but also of
individual customers', both present and potential value.
They make extensive use of customer and market data
and are obsessive about identifying emerging trends and
opportunities, and use this insight to guide management
and investment decisions.

Customer-centric institutions consider themselves
as a portfolio of customers; a mix of highly profitable
customers providing today's profits, and those with a
calculated potential for growth. They also know how to
successfully re-balance / re-price and divest themselves
of unprofitable customers with poor prospects for
improvement. In addition, the investment in iterative
testing of value proposition is an option that is fast
becoming a necessity in today's economic climate.
Some of the most enlightened retail banks have started
recognizing that other industry sectors have a great deal
to teach them about customer-centric product bundles
and related pricing. Even in emerging markets like India,
the telecom and digital television players offer their
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customers an increased choice of flexibility to tailor their
packages (to very specific segments or even a segment
of one). Supported by technology enablers, these
institutions put in place a modular approach to product
management that allows for customized and need-
based packages that can be appropriately priced, both at
an aggregate as well as ata product/component level.

Role of Branch - Changing the Role and Positioning

Many banks have set out on a path to branch
improvement; although, arguably few have embarked
on total transformation. Simply refreshing the brand
and refurbishing the branch network is not enough.
Only a unique, differentiating and compelling proposition
is likely to succeed.

In India, most institutions have skipped the emphasis
on institutionalizing the more difficult components of a
proactive sales and service culture, while spending too
much time and money on easier initiatives such as new
branding and branch designs as part of their technology
upliftment initiatives. In the last ten years, banks have
attempted to reinvent and experiment with branch
strategy in a quest to transplant traditional retail practices
into financial services. Most banks have used direct
banking for optimizing costs and shifting customer traffic
to self-service and remote channels. Apart from new
design and a selective sales focus, old habits still thrive. It
is not unusual for a branch to have a lesser customer
floor space allocation relative to the bank sales and
support staff. In addition, limited leverage of established
merchandizing principles have led to the haphazard
placement of communication collateral in branches.

Banks in India would also do well to learn from the
mistakes of their western counterparts in shaping their
overall branch strategy. Bankers in Europe and North
America learned invaluable, albeit costly, lessons when
applying retail concepts and ideas that were not closely
aligned to a supporting strategy, namely, that customers
do not visit a bank branch to browse. There was a period
when many bankers wanted to believe customers would
think of the bank branch as a destination point, a place
to learn about financial solutions. Once again, without
a sound strategy, this wishful thinking led to complicated
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and costly branch zone strategies, whereby branches
had zones dedicated to market segments such as
seniors, young professionals, home-buyers, travellers
and college students.

As part of the second phase, Indian banks will need
to focus on 'the experience economy' - a period of
expanded awareness of the total customer experience,
comprising everything the customer sees, hears, feels
and, ultimately, does with the bank. It is this context
that the branch is likely to take center-stage - being best
placed to deliver the right mix of convenience, value and
service. Beating the competition with a differentiated
service-led proposition should include a pivotal role for
branches as they remain the key channel through which
banks can reconnect with their customers. Towards this,
banks would need an action planincluding :

e Supports sales and service choreography, and
design-a-concept stores to enact scenarios and
capture desired actions and behaviors of customers.
Some leading banks have used these concept stores
to test new products, service concepts, often involving
the customer in the co-creation process

e Enabling tools and technologies that support
customer recognition; welcoming as well as queue
management; sales advisor tasks and 'less paper' /
more digitized environment

e Design a 'privilege of the moment® approach that
addresses sales and service response paths to
customers who visit branches for transaction,
information and service fulfilment needs.

e Support multi-branch formats and the ability to
customize key elements linked to place / footfalls
and nature of product/ service requests

Leading banks around the world have used concept
stores more often to test the above mentioned concepts.

Human Capital - Aligning People and Performance
Management
For the planned transformation to be successful,

a shift in mindset from board-level down is required.
Investment dedicated to increasing the level of customer-

centric behavior and empowerment to deliver high-
quality service is required. Creating the right people-
strategy is thus fundamental to delivering overall
transformation. It is the glue that holds together all
other aspects of transformation.

In India, the human capital challenge stems from a virtual
freeze in recruitment by some segments of the industry.
The resultant higher average age of staff imposes a
significant challenge in re-skilling the staff with changes
in technology and customer expectations. As part of
the second phase, Indian banks will need to focus on
're-working their people strategy with a clear focus to
investing in critical skills and leveraging partners for other
requirements’. Towards this, banks would need an action
planthatincludes:

e Comprehensive reward mechanisms across both
sales and service : Reward systems are currently too
focused on short-term sales targets, and are driving
behaviors that do not enhance the long-term value
of customers' relationships with their bank. This can
produce the wrong behavior at face-to-face and direct
banking customer touch points. Reward systems
urgently need to change to promote service-led
experiences and advice-led sales. New performance
indicators should be put in place to acknowledge the
employee's role in creating good service and lead
generation.

e Structuring long-term incentives : Staff incentives
must be designed to build longer-term customer
relationships and advice-led selling. The pressure to
sell products against weekly targets may well prevent
employees from building quality relationships based
on putting customers' needs first. The rewards system
should be stacked to pay-back on an annual basis and
reward loyal service. Rewards should therefore be
approached from a staff development perspective-
and not be driven by sales. Long-term incentives may
not only encourage branch staff to foster long-term
relationships with customers, but could also help
reduce staff churn and retain skills and experience at
the branch level.

5. Frontierin Finance; Branch effectiveness : Delivering a high performing sales culture. (KPMG, March 2008).
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e Reassess the employee profile : Emergence of new
entrants has led to reasonably high attrition rates
driving up costs and putting in constraints on the path
to an effective service culture. Most banks will need to
reassess the profiles of their staff from the perspective
of current and future roles. Some will need to step up
recruitmenttofill in visible gaps.

In short, the people strategy and related policies will
need serious scrutiny and need to be supplemented with
training that supports an effective service culture.
Identifying Winners :

The next couple of years will test the mettle of most
Indian banks. More importantly, banks must realize

that the 'easy growth' era is over and the industry
is poised to undergo some fundamental shifts. Most
banks could potentially be in a better shape leveraging
their capabilities and resources - provided they take
action now. Those who do not recognize the change and
make necessary adjustments to their strategies could
potentially end up as losers in the next five years.

Institutions that have started planning, making
investments and decisions to combat and identify
growth opportunities, both in domestic and select
international markets - can lead the industry in the
next wave of growth and maturity.

Q

Important Notice to the Candidates for the CAIIB Examination

The Institute will be launching the modified structure for CAIIB examination from December, 2010 onwards. For this purpose the Institute has

completely revised and restructured the syllabus for the CAIIB Examination in consultation with all its stake holders.

Revised (2010) Syllabus

Candidates to the new CAIIB examination will have to write two compulsory papers and one optional paper. The list of compulsory papers and

elective papers are given below. Among the eleven elective papers the candidate will have to chose one elective paper.

l. COMPULSORY PAPERS

1. Advanced BankManagement 2. BankFinancial Management

Il. OPTIONAL PAPERS (Selectone)

1. Corporate Banking 4. Retail Banking 7. Human Resources Management

2. Rural Banking 5. Co-operative Banking 8. Information Technology

3. International Banking 6. Financial Advising 9. RiskManagement

The course content has been carefully developed so as to be relevant to the modern banking workspace and SBUs of the banks particularly in

an era of vertical based banking operations.

The details of the syllabus & course content, examination rules can be viewed at http://www.iibf.org.in.

Courseware for the compulsory and elective subjects are under print and will be published by end of July 2010. The translation of the

courseware in Hindiis underway and in due course the candidate should be able to download the same from the Institute's portal.

January 2011 Exam

The revised syllabus is being introduced from Dec 2010/ Jan 2011 examination.

Therefore both (a) Candidates enrolling first time for the CAIIB examination and (b) candidates who desire to re-enroll for CAlIB examinationi.e.

after having availed four (4) permissible consecutive attempts and not completing examination will have to submit their applications under the

Revised (2010) Syllabus. These candidates cannot apply for the examination under previous syllabus. In fact the institute will not accept any

new application under the old pattern. Accordingly the old pattern examination will cease to exist after Dec 2011.

Itis recommended that candidates who had enrolled for CAlIB for December 2009 examination and have completed two attempts in the CAIIB

examination as of June 2010 without passing any paper so far may consider applying under the new syllabus instead of enrolling for 2nd block

of 2 attempts under the old syllabus.

For Candidates already enrolled for CAIIB examination under old syllabus :

- The presenttime limit of four consecutive attempts for passing the examination will continue.

- Candidates can however move to the Revised Syllabus (2010) even before availing all four (4) permissible consecutive attempts.

- Candidates will not get credit for subject/s passed, if any, under the old syllabus as the course has been completely revamped and
re-structured.

- Nonew candidate for the old syllabus will be enrolled effective from November 2010. New candidates necessarily need to enroll for revised
syllabus only.

For those who have already passed CAIIB.

In order to address the needs of continuous professional development, candidates, who are already CAIIB, can appear for elective subjects of

their choice. On passing the same the candidate will be given a certificate on the given elective as a post CAlIB qualification. However as the

Examination of all elective papers will be conducted simultaneously, candidates can apply for only one elective paper at a time. In due course

the institute will link such additional qualifications for the award of its Associate Membership to the candidates.

For details of syllabus, application forms and dates of examination etc., visit http://www.iibf.org.in.

10. Central Banking
11. Treasury Management
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Ashutosh Pandey *

There was a time when expanding a bank's customer
base and growing its business meant opening up newer
branches at remote locations. Banks would offer retail
banking services for a fixed number of hours on five or six
days a week, with the rest of the day being allocated for
back-office operations; and the customers could transact
only within these timelines. Any unfinished business
would have to be attended to on the next working day.

Technology has completely transformed the way
we do banking today. Centralized Banking System
implementations have computerized all the banking
processes, ATMs dispense cash to customers 24x7 and
Internet Banking has enabled customers to transact from
the convenience of their homes. No long queues at the
bank counters or multiple trips to the local branches and
HOs. Transactions, bill payments, trading, investing,
ordering cheque books, transferring funds, setting up
FDs, etc., can now all be accomplished with a few mouse
clicks in a matter of minutes.

Most importantly, from the banks' perspective, e-
Channels (Internet based service offerings) or Internet
Banking offers the lowest cost per transaction by virtue of
being the least expensive channel (as compared to the
cost of servicing a customer at a physical branch). And it
facilitates market penetration and growth in customer
base without any geographical constraints or time-based
limitations.

E-Channel Security Concerns

While the Internet offers multiple benefits, it is still
an extremely unsafe place to conduct a financial
transaction. Cyber criminals use a variety of methods
(that are increasingly getting more sophisticated
by the day) to capture the customers' credentials or

authentication information (login ID / password, one-time
passwords and even personal digital certificates) and
use this information to commit fraud. An illustration
of the existing infrastructure that the customer uses
to access his bank's internet banking services and
the various attacks possible on such an infrastructure
is provided above.

Customers today have no way to ascertain whether
their bank's website being displayed in their browser is
authentic or not (as it can be exploited by methods such
as phishing, pharming etc.) and whether the transaction
they are initiating is reaching the bank correctly or not (as
it can be prone to man-in-the-middle and man-in-the-
browser attacks).

Additionally, the customers' computer is typically
infected by some malware or the other such as key-
loggers, screen-scrapers and Trojans that can capture
the keystrokes and mouse-clicks of the customer and
send it to a fraudster for later (ab)use. Most customers
are not technically qualified to know what malicious
programs are resident on their systems and how to

* Business Manager, UNIKEN
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remove them in order to ensure a safe environment for
doing financial transactions online.

Since banking services are delivered over a public
network like Internet that is not owned by the bank,
using an access device (the customers PC and browser)
over which it does not have any control, the bank
has no choice but to leave security and the entire
consumer experience of banking online at the mercy of
fate and hope no untoward incidents happen. This is
fundamentally different from providing branch banking or
ATM banking where the bank controls all these factors
and can provide a safe environment for the customers to
conduct banking transactions.

As a result, both banks and their customers are still
largely wary of using the Internet for online banking
and secure financial transactions, thereby continuing
to rely on the age-old branch banking channel, which
significantly increases the bank's operational costs.

'Solutions' available in the market and their

limitations

The solutions available in the market that claim to provide
security to Internet Banking are as follows :

1. SSL Certificates : Almost all the banks use SSL
certificates and HTTPS for providing access to
their Internet banking applications. They inform their
customers to look at the “lock” icon in the browser
andif they see theicon, they are safe.

While SSL does provide an encrypted channel
between the customer's browser and the bank's
server, it does not provide authentication of the
website that the customer is going to. The browser
only validates whether the SSL certificate is valid
or not and does not authenticate whether the
certificate indeed belongs to the Bank (except in
the case of EV-SSL). Hence, the customer might
see the “lock” icon in his / her browser and siill
may be connected to a malicious website that can
steal their credentials.

2. One-Time Password (OTP) Tokens : One-time
password tokens generate a single-use password
that the customer has to enter in addition to the
regular Internet banking password for authentication.

28

April - June 2010

The OTP may be generated on a hardware device,
a software program on PC or a mobile handset,
or may be generated by the authentication server
and sent to the user using SMS, Email or automated
IVR systems.

The limitation with OTP systems is that the customer
still enters this OTP on an unauthenticated page
and on an insecure communication channel. The OTP
cannot assist the user in authenticating the server
hence itis prone to man-in-the-middle attacks.

In addition to this, hardware OTP tokens have to be
distributed to the customers and have to be renewed /
reissued every 3-5 years. This specific limitation
increases the cost of rolling out and maintaining an
OTP solution and makes it cost-prohibitive for large-
scale deployments.

3. Challenge-response mechanisms In a typical
challenge-response mechanism the server sends a
challenge to the client, and the client sends a response
based on a pre-shared algorithm. Based on the
response the server decides whether the client is
authentic or not. Some banks have also implemented
challenge-response mechanisms on both the
customer as well as the server side (a two-way
challenge-response mechanism) for additional
security.

Challenge-response mechanisms suffer from
the same shortcomings as the OTP tokens in
which the response is still being submitted on
an unauthenticated page and sent over an
unauthenticated channel. This makes it vulnerable
to man-in-the-middle attacks in which the fraudster
can just relay the challenge and response between
the server and the customer and be able to
successfully authenticate himself to the bank.

4. Client-side Digital Certificates : Some banks have
issued digital certificates to their customers. Typically
the customers install the digital certificate in their PCs
or carry the digital certificate on a USB token. The
client-side digital certificate is used to authenticate
the customer and to encrypt and sign the data being
communicated between the bank and customer.
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However, rolling out client-side digital certificates is a
big logistics problem. In addition to this, managing the
entire digital certificate infrastructure, CRLs, certificate
reissue & expiry is a daunting task for the bank. This
high cost of issuance and management of digital
certificates has prevented banks to adopt this solution
onalarge scale.

Why can't only 2-factor authentication solve the
problem?

The approach being adopted by banks till now is to
provide customers with additional authentication
mechanisms in order to authenticate themselves to
the bank. However this has not been able to solve
the problem because the customer can still submit
his additional authentication information on an
unauthenticated channel. The browser, being a
universal client would connect to any website or
server, including that of a fraudster, and the fraudster
can then entice the customer to provide all the
authentication information, including OTPs (one-time
passwords), which the fraudster can simultaneously
use to login on behalf of the customer. Even biometric
authentication is susceptible to this kind of attacks
commonly known as man-in-the-middle attacks.

On top of this, the browser need not even connect
to the wrong server for the fraudster to steal the
authentication information; this can simply be done
by installing a small piece of software on the
customers' browser to do the same damage that
a man-in-the-middle would do. This kind of attacks,
commonly known as man-in-the-browser attacks
would easily defeat other authentication mechanisms
such as challenge-response, device fingerprinting,
IP-geolocation, risk-based authentication and even
client-side certificates.

Secure Internet Banking 3.0 : What should banks do
to solve these problems?

Following are the security essentials for any Internet
banking technology in order to qualify as the next
generation internet business channel.

1. Ensure the security and integrity of the access device
being used for accessing internet banking and that
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no malicious program has access to the banking
environment on the access device.

2. Ensure that the client authenticates the server
and the server authenticates the client before any
identity credentials are shared - this means providing
connection level authentication rather than application
level authentication.

3. Ensure that a Secure Network is created and
maintained between the client and the server
over which banking services are provided. Essential
characteristics of such network are mutual
authentication, end-to-end encryption and ability to
create a private network on the internet

4. Ensure that the data being transmitted is not revealed
in clear at any pointin time to any network element.

5. Ensure that the access device cannot connect to any
other server except the banking server - a dedicated
access device for banking services

Ideal Solution

The bank should have complete control on the
communication channel and the banking environment
that the customer is using to access banking services.
Any solution that the banks implement for ensuring all of
the above should ideally offer the following :

1. Mutual Authentication : The customer should
always connect to the bank and to nobody
else. Authentication between the bank and the
customer should be mutual with both the bank
and the customer authenticating each other
simultaneously.

Mutual authentication protocols ensure that the
customer's PC and the bank's server both
authenticate each other before a communication
channel is established. Protocols such as RMAP
(Rel-ID Mutual Authentication Protocol) provide
mutual authentication at the protocol level. This
ensures that the customer would not connect to
any hacker on the Internet and would connect only
to the bank's servers for internet banking. This
technology prevents attacks such as phishing,
pharming and man-in-the-middle.
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Device fingerprinting means capturing the access
device details of the customer and verifying these
on each connection. Device fingerprinting on its
own cannot be very secure. It has to be used as
an additional technology after implementing mutual
authentication and secure access device for Internet
banking

2. Secure Environment : The customer's banking
environment should be protected from malicious
software installed on the customers PC and / or
browser. One of the approaches is to provide
customers with a dedicated secure access client to
access internet banking. This client connects only to
the bank's website and has components such as
secure desktop and secure browser that protect
the customer from various types of attacks due to
malicious programs on the PC. A brief description of
these technologies is given below :

- Secure Desktop Technology : The secure desktop
technology is a technology that creates a secure
virtual environment on the customer's PC, which
prevents malicious programs from having access
to the programs running in the secure virtual
environment. This technology is capable of
protecting against malicious programs such as
keyloggers and screen scrapers that capture
customer's credentials

- Secure Browser Technology : The secure browser
technology works in a similar fashion to the secure
desktop technology in which the browser runs in
a secure sandboxed environment where it does
not load any browser add-ons or BHOs (runs the
browser in safe mode). This prevents any malicious
add-ons from loading along with the browser and
protects from Man-in-the-browser attacks.

3. Secure Channel : The connection between the
bank and the customer should be authenticated
and encrypted. The customer should always
connect to the bank over an on-demand private
communication channel. End-to-end-encryption
should ensure that all the data that is being sent
by the customer is encrypted right in the browser
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up to the Internet banking database. The data
is not available in clear text even within the bank's
environment. This coupled with adequate security
policies, protects the data from being stolen in
the Bank's environment by an insider.

4. Out-of-Band Transaction Verification & Authentication :
Out of band transaction verification and authentication
ensures that the transaction has not been poisoned by
any MITM or MITB and that the customer is indeed
executing a particular transaction and not a hacker.
Transaction verification and authentication can be
achieved by using a private mutually-authenticated and
encrypted channel on the Internet or by using another
network altogether such as phones (IVR) and mobile
phones (SMS based One-time passwords).

Work on the Fundamentals - be a Game Changer!

Security is a never ending battle. No one solution
can claim to be completely secure from all the
existing and future threats in the world. However,
if banks diligently work on these security fundamentals
related to network and end-point security as discussed
above, and adopt a smarter and different approach
to security, they can change the game for cyber
fraudsters, making it more difficult for them to carry
out their malicious intentions. Banks have to upgrade
their technology to such a point that it is no longer
cost-effective for hackers to do frauds on the Internet.
And that's when Internet Banking 3.0 will have finally
arrived!

Qv
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N. A. Mujumdar **

We are meeting at a defining moment in the history of
global economic system. The collapse of the American
capitalist model in 2008 was as traumatic as the collapse
of the communist model of Russiain 1991. Perhaps more
traumatic because the U.S. “economic crisis of historic
proportions”, to use the words of President Barrack
Obama, culminated in the “Great Recession” of the world.
The World GDP contracted by 0.8 per cent and the
Volume of world trade declined by 12 per centin 2009.

Although the world recession has bottomed out by
now, the fuller implications of the crisis have not
been adequately appreciated, even by the policy
makers in emerging and developing economies. The
global economic crisis of 2008-2009 was ferocious
and it has changed dramatically the institutional and
policy making landscape.

The crisis has challenged some of the basic tenets of
macro economics and for us in Asia it is important to spell
outthese implications.

Asia, which was a victim of misdemeanours elsewhere
has now withessed a strong recovery but this can lead
to a false sense of complacency and we need to guard
againstit. The Indian experience is particularly interesting
and it may offer some lessons for other countries.

First, about macroeconomics. We may not have our
own Reagonomics or Thatcherism to bury but our
contemporary policy makers are soaked in the market

The collapse of the American capitalist model
in 2008 was as traumatic as the collapse of
the communist model of Russia in 1991.
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theology of IMF / World Bank. Market fundamentalism
embodied in the neo-liberalism based on the notion that
markets are self correcting, allocate resources efficiently
and serve the public interest well has collapsed. The
“Washington Consensus” in favour of privatisation and
liberalisation now stands stripped of sanctimonious
robe. It has now become clear that unbridled market
forces are not self-correcting, regulation and direction
of some sort is needed. The state has a central role to
play in the management of the economy. The intellectual
support for privatization has all but vanished, as we will
demonstrate later.

The Asian Drama

Let us begin with the Asian situation. For about six
months beginning from October 2008 Asia fell into deep
economic crisis but beginning from the second quarter of
2009, emerging Asia staged a remarkable recovery. The
global crisis affected the region mainly through the trade
channel with a sharp decline in exports. There was also
the factor of flight of capital, reverse flow of funds. What
were the factors responsible for recovery in such a short
period? First, the epicenter of the crisis was located,
unlike in the case of the Asian crisis of 1997, inthe U.S.A.
and the U.K. Hence, the Asian economies suffered only a
collateral damage. Second, Asia's financial institutions
held very small amounts of U.S. toxic assets in their
assets portfolios.

Third, East Asian economies responded to the crisis
quickly by introducing large fiscal stimulus packages
which worked.' On the whole, the possibilities of continued
strong growth in Asia are high and the balance of world
economic power continues to tilt in favour of Asia.

* This is the edited version of the Keynote Address, given on March 4, 2010 at the International Conference held at H. K. Institute of Management studies

and Research, Mumbai.
** Former - Principal Adviser, RBI
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Indian Experience

When the icons of American and European financial
system-commercial banks, investment banks, mortgage
houses, and insurance giants-collapsed like a pack of
cards, what happened to the mythology built around the
private financial institutions like capital adequacy norms,
Basle norms, provisioning requirements, asset-liability
management, risk weighted lending rates, credit rating
- all of which we have been trying to super- impose on
our banking systems? Why did not this paraphernalia
of devices emit warning signals that the whole edifice is
about to crumble? Professor Stiglitz in a recent interview
toanIndian TV, channel said : “Our (US) financial system
collapsed because we did not have a Dr. Reddy at
the helm” the reference is to Dr. Y. V. Reddy, Former
Governor, Reserve Bank of India. There cannot be a
better tribute to the management of the Indian financial
system. Even those Indian financial wizards who scoffed
at Dr. Reddy's go slow policy towards structured financial
products have remained to pray.

In the global financial conflagration, when the major
private sector icons of banks and financial institutions
perished both in the U.S. and Europe, the Indian
institutions dominated by the public sector, stood
rock-like unscathed. Indian public sector banks have
made us proud.

Against the background of the global financial crisis,
the Committee on Financial Sector Assessment (CFSA)
assessed the financial soundness of the Indian banking
sector in 2009 and found that commercial banks have
withstood the shocks of the global meltdown well and
none of the key financial parameters in September
2008, namely capital ratio, asset quality, earning and
profitability, pointed to any vulnerability.

In the global financial conflaggeration, when I

the major private sector icons of banks and
financial institutions perished both in the U.S.
and Europe, the Indian institutions dominated

by the public sector, stood rock-like unscathed.
I Indian public sector banks have made us proud.
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There were two main reasons for the stability of the Indian
banking system. First, the effects arising from direct
exposures of foreign branches of Indian banks to the sub-
prime mortgage was negligible. Secondly, the indirect
impact of the overseas crisis on Indian stock market and
the consequent effect in the context of Indian banks'
exposure to equity investments was minimal, since
prudential limit on bank's exposure to capital markets is
in place. With the rationalised norms on capital market
exposure being applicable from April 2007, the regulatory
limit on individual bank's total exposure to capital market
is now capped at 40 per cent of bank's net worth as at
end of March of the previous year. Further, bank's direct
investment in shares, convertible bonds / debentures,
units of equity-oriented mutual funds and total exposure
to venture capital funds should not exceed 20 per cent of
its net worth. Several regulatory requirements prescribed
by Reserve Bank (RBI) ensure that bank's participation in
the capital market is within safe limits.

RBIl's recent assessment is that the Indian banking
system is in good health. “Balance sheets of the banks
appear healthy and little affected by the unsettled
conditions in financial markets. The asset quality and
soundness parameters of the Indian banking sector have
improved significantly in the recent period”.?

India has a well-diversified financial system dominated
by the public sector institutions : commercial banks,
cooperative banks, non-banking financial institutions
(NBFIs) and the insurance sector. Commercial banks
dominated by public sector banks (PSBs) together with
cooperative banks account for nearly 70 per cent of the
total assets of the Indian financial system.

Over the vyears, there has taken place significant
financial deepening : this is reflected in credit-GDP and
M3-GDP ratios. What is more, this financial deepening
has resulted in a dramatic rise in savings rate. The rate
of domestic savings has shot up from 23.5 per cent of
GDP in 2001-02 to 37.7 per cent in 2007-08. This in turn
facilitated the step up in investment rate from 22.8 per
cent to 39.1 per cent during the period. India's growth
story is thus primarily the story of domestic savings and
this in turn is to a large extent the story of public sector
banks' contribution to bolstering domestic savings.

The Journal of Indian Institute of Banking & Finance



The global financial crisis has had understandably a
catastrophic impact on bank credit in the U.S. and in
Europe. Not so in India. There was high growth in credit
deployment by the banking sector, credit expanded at an
average annual rate of around 30 per cent during the
three years before the global crisis.

As the recent Growth Report has emphasised, there is
no generic formula for growth. “Each country has specific
characteristics and historical experiences that must
be reflected in its growth story”.® This pronouncement
applies with equal force to financial growth models. We
need not mimic the Anglo-Saxon model or the American
model, as we tried to do in the financial sector reforms
in the initial phase since 1991. We were obsessed with
replicating “international best practices”. In a way, we
have now gone beyond “international best practices” and
evolved our own model which resonates to the needs
of the real sector. Amidst all the chorus for privatisation,
it is to the credit of the Reserve Bank that they have
openly commended the Indian banking model..... “Indian
Banking is a success story in the midst of the financially
triggered global crisis of 2008, thanks to the regulatory
environment in place and the structural banking drivers”.’
RBI states with pride that Indian banking has many

practices worth emulating by other countries.

The point is, we in Asia should not be swayed by the
temptation to mimic “international best practices” or to
copy the American or Anglo-Saxon banking models.
Financial sector reforms should be country-specific.
Let me illustrate with reference to India.

Three Corelssues

In the contemporary financial scenario in India,
there are three core issues inclusive growth or
broad-based, decentralized growth in the real sector,
the new architecture of the financial system to facilitate
such growth, and the inequitable interest rate structure.
Logically, the reinvention of the next generation financial
sector reforms should have emerged from a holistic
analysis of these three core issues.

In terms of priorities, developing a market for complex
structured credit products, like credit derivatives,
important as it is, can wait : but addressing these
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core issues cannot brook any delay in terms of food
and employment security, and in terms of reducing
of poverty. Inclusive growth in the real sector has
now become a growth and development imperative :
growth, because a high GDP growth like the 8 or 9
per cent targeted in the Eleventh Plan (2007-2012)
can be sustained only if other sectors or segments
of the economy, which have been sluggish because
of a number of reasons, including policy neglect, can
be activated. Development, because this is perhaps
the best route by which the bulk of the poor can be
provided with livelihood and food security. In other
words, we can no longer depend on “autonomous”
forces for growth of the real sector; this growth
has to be policy-induced with a view to enabling
sections of the population, whom the growth process
has by-passed, to fully engage themselves with
the development process. The trickle down theory
or percolation theory of growth is dead. While wealth
may accumulate, men may decay. An interventionist
and pro-active policy is therefore warranted. This
should be the starting point for designing what
are now called the next generation financial sector
reforms. In this context, the contemporary experience
of China is illuminating. China's Township and
Village Enterprises (TVEs) provided increasing job
opportunities outside agriculture and this phenomenal
expansion of non-farm sector played a critical role in
reducing poverty.

The micro, small and medium enterprises (MSME)
sector has been affected adversely by the recent
global financial crisis. MSMEs particularly related to
exports like textiles and garments, gems and jewellery,
have been facing problems like slackness in demand
for their products and delayed payments of dues by
large undertakings.

To ensure that the special problems faced by this sector
are addressed, there is merit in the proposal to set up a
dedicated Development Finance Institution (DFI) with a
mandate to provide refinance to banks for on lending to
micro enterprises. Such an umbrella institution should
be also able, in addition to facilitating adequate flow of
credit, to provide consultancy services.
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The second core issue is the institutional infrastructure.
Micro finance is expected to play an important role
in promoting financial inclusion and inclusive growth.
It is a sort of supplementary credit delivery system
that is cost effective and user friendly for both banks
and the poor borrowers. RBI's initiatives in promoting
this channel of credit delivery have centred around
two models, namely SHG-Bank Linkage programme
and Micro Finance Institutions (MFI) model. At the
same time, the co-operative credit structure is being
reorganized, on the lines recommended by the
Vaidyanathan Committee. Similarly, the more recent
developments reveal that regional rural banks (RRBs)
could become the main institutional mechanism for
providing credit to the poor.

The blue print for the future institutional structure
should clearly indicate how the pyramid comprising
banks, RRBs, Cooperatives, micro finance institutions
and SHGs needs to be built.

The final point relates to interest rates. At present there
is intense lobbying by the private corporate sector for a
low interest rate regime. It is necessary to caution that
this may prove counter-productive. If India's growth
story continues to be intact, despite the global financial
mess, it is because India has emerged as a high saving
economy. As the recent Growth Commission puts it :
“Capital inflows over the past several decades have
a mixed record. Our view is that foreign saving is an
imperfect substitute for domestic saving, including
public saving to finance the investment a booming
economy requires”. In India, investment as a percentage
of GDP increased from 25 per cent in 2002-03 to 38
per cent in 2007-08. Of this 13 percentage points
increase, as much as 10 percentage points was financed
domestically through higher household, public sector
and corporate savings. As a result of reducing lending
rates recently, banks have already reduced deposit
rates. If banks are compelled to reduce lending rates
further, banks may reduce deposit rates even further.
Such very low deposit rates and rates on savings
accounts may eventually result in shrinking overall
savings. This is particularly so because household sector
is a major contributor to overall savings and household

34

April - June 2010

Revelation of corporate crookedness and
accounting scandals have shaken the very
foundations of the American capitalist model.

savings are sensitive to interest rates. We must guard
ourselves against this danger.

To sum up, any blue print for future financial sector
reforms cannot be meaningful, if it does not address
these three core issues.’

Reverting to macroeconomics, India did not face a
recession, but there was a significant slowdown in
GDP growth. GDP which had recorded an annual
average growth of 9 per cent during the previous
three years, declined to 6.7 per cent in 2008-09. Exports
declined by 20 per cent in 2009-10. India provided
substantial fiscal support to counter the negative
impact of the global recession and as a result GDP
growth rose to 7.2 per cent in 2009-10. The medium
term outlook for growth is bright, with the economy's
fundamentals like savings and investment continuing
to remain robust. The economy may soon resume its
long-term growth path of 9 or 10 per cent.

Philosophy of Corporate Culture

One of the by-products of the global economic crisis
is the emergence of a new corporate philosophy.
The issue of predatory capitalism has assumed
a contemporary relevance with the fall from grace
of the American Capitalist image. The word predatory
is defined in simple terms as “addicted to, or
characterised by a tendency to exploit or destroy
others for one's own gain”. Revelation of corporate
crookedness and accounting scandals have shaken
the very foundations of the American capitalist
model. The depth of degradation to which unbridled
corporate greed can lead has become all too
obvious. The Enron, Worldcom and Xerox and Global
Crossing exposures have unveiled the ugly side of
western style capitalism under which, in the quest
for short-term gain, wrong doings are overlooked.
These developments cannot be dismissed, as some
apologists of American capitalism seem to be doing,
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The CEO of one of the bigger banks which was I
sinking helped himself to a hefty bonus. There

was public outrage that some executives of an
insurance giant were helping themselves with

handsome honuses from out of the bail-out
I package extended by the U.S. government.

as isolated incidents. As Professor Lester C. Thurow
puts it : “The Enron and Worldcom are not abnormalities
in a basically sound system scandals are endemic
to capitalism”. The London Economist summed up
the situation : “Chief executives and accountants have
become a despised breed less trusted than politicians
and Journalists”. Again, take the current financial
crisis in the U.S. which started as a sub-prime
mortgage crisis. The litany of actors involved and
the sharp practices followed is long. A fast growing
new breed of lenders were luring many people into
risky mortgages they could not afford. With incentives
for aggressive loan disbursements, banks poured
billions of dollars of loans into poor households
often with incomplete documents. The unquestioned
faith in the status of triple-A credit rating led to
buying of billions of structured bonds which later
turned out to be worth nothing, since the market
for a number of structured products became non-
existent during the period of financial meltdown.
Thus it was not only mortgage houses, but investment
banks, accountants and credit raters were also involved
in the melodrama. Have the financial professionals
also joined the breed of CEOs mentioned above by
the Economist?

The CEO of one of the bigger banks which was
sinking helped himself to a hefty bonus. There was
public outrage that some executives of an insurance
giant were helping themselves with handsome
bonuses from out of the bail-out package extended
by the U.S. government. The peanuts - monkey
philosophers could do well to ponder over the
statement of the Financial Services Authority in the
U.K. that overgenerous remuneration practices in
the financial industry contributed to the market crisis,
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since they motivated staff to pursue “unduly risky
practices”. The multimillion dollar bonus culture of
investment banks has been blamed for contributing
to the risky behaviour, which brought about the
near-collapse of the world financial system. In fact
author Michael Lawis has called bonuses by banks
bailed out by the U.S. Government as “a very
elegant form of theft”. With the U.S. President
Obama talking openly of “massive profits and obscene
bonuses”, a new corporate philosophy of 21% century
seems to be emerging. Predatory capitalism is now
dead and we seem to be moving towards what can
be broadly described as community-centred capitalism.
In this area India has a lot to contribute. Mahatma
Gandhi had distilled the core of Indian philosophy
and had evolved his own philosophy which enunciates
that the basic needs of the common man should
be the first charge on the society's resources. From
times immemorial, Indian philosophy has maintained
that the all-round development of a society is best
achieved through betterment of individuals, which
no doubt includes economic well being but extends
well beyond it.

One of the ancient scriptures of India Brihadarnyak
Upanishad enjoins us that our life must be guided
by the following three “Das” - Damyata, that is
control yourself, Datta, that is give to others, and
“Dayadhwam”, that is be compassionate. Thus
we must practice self-control, charity and compassion.
Collectively, these three characteristics constitute
development conscience. Building up such conscience
among all sections of the population would go a
long way towards evolving a compassionate Society
an ideal which the Mahatma soughtto achieve.

Incidentally, it is interesting to add here one point.
Modern, social analysts have been confirming, year after
year, Denmark's status as a “happiness superpower”.
The secret of this achievement is low expectations of
Danes who are not trapped in the hedonic treadmill.
This modern research merely endorses what traditional
Indian philosophy has been advocating centuries ago.
It was left to Mahatma Gandhi to distil this wisdom and
evolve a practical programme of a code of conduct.
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“We should never forget that the
economy is not something that is
beyond our control. The market has
to be our servant, not our master.

It is not surprising that thinkers in America
have already started to move in this direction.
Thomas Friedman writes about Dow Sekhman's
recent efforts to build ethical cultures into corporates
(Needs adults here, please, Thomas L. Friedman,
New York Times News Service, reproduced
Economic Times, February 2010). Sekhman
distinguishes two kinds of values “situational
values” and “sustainable values”. Companies guided
by situational values do whatever the situation
allows, to maximize its profits, irrespective of the
impact of its policies on the community as a
whole. The sub-prime crisis in America is an
instance in point. This is what | have called “Predatory
Capitalism”.

In contrast, companies by sustainable values will
behave in ways that sustain “my employees, my
customers, my suppliers, my environment, my country
and my future generation”. This is what | call as
community-centred capitalism.

In other words, even American thinkers are
rediscovering Mahatma Gandhi's philosophy of
trusteeship. Indian business management experts
are thus better placed to evolve a new corporate
philosophy of community centred capitalism for the
21%century.

Finally, in terms of market theology, Dr. Reddy former
Governor, RBI, quotes Mr. Rubens Ricupero.

“We should never forget that the economy is not
something that is beyond our control. The market
has to be our servant, not our master. The economy
is not like the planetary system or the genetic code;
something that is given once and for all and which
one cannot alter; it is a product of culture, it is a
product of human choices, of choices of values. That
is why we have to choose the right values and to
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put competition exactly in the balance with other
values and decide what are the higher values for
us. We have particularly to provide people with tangible

» 6

reasons to hope for the future”.
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IR fapRIa Jei I & AT [ IR IR SRfY IR
SrefaReNail TR DT IR FTe! & 81, g 2008 & 3I-
Y TE RO &1 7T fob 51 BT TIRIE €1 IS AT ST &) ol Al
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IITRIE 5T PN & MGAR e faxig Abe fawmRm
SfefaRerall FHT T SHRAN ISR Sfa=Ts &l W1 A
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A F AP 99T B AT F A9 W IIRA TR
rfaraaail # 0.75% #) RTae Y FTa=T Wi 217
e © {3 yAvselignd faza § 318 Wt <1 Tad Y STelT-31ehT
ISP T T8 bl & | W H, i) sreferaven R ar=y
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T T P I FA & o AfTgep Ay & JHIERaHY WRAA
sreferasen # W faRT &R #e g8 &, o ffeiRad e
& T8 oI o T B-

anfdres fapa R

91, R iR i el & WRe smier & o & 3
9 B PN R BT H1H A1 T gHIfad faa 8 o=
aferepr-1 | e @ b fivet 5 auf I 8 i & aifdre @t
TR 3 9g V&I Aol TR SIS a9 2008-09 H Tea N 6.7
gfrerd %8 T & S 99 2005 F 91E B AN HAVIR BN
R 2| WRe Rerd § & &1t &1 § IR arftfes ey famor
a¥ 2009-10 & forg &7fres A &% TR 6 Ffied 38 oM
BT AA AR TATE |

AIferepT-1 : 1999-2000 41 R HRS AR I T (wforer)

2005
- 06

2003
-04

2004
- 05

2006
-07

2007
- 08

2008
- 09

P, aTf+TanT, T 10.0| - | 58| 40| 49| 16
ECEE] 31 | 82| 49| 88| 33| 3.6
Siuica 66 | 87| 91| 118| 82| 24
fagge, 1 od Stergfel 48 | 79| 51| 53| 53| 34
fmfor 12.0 | 16.1| 16.2| 11.8| 10.1| 7.2
PR, e W@ HoMerd | 101 | 7.7 | 10.3| 10.4| 10.1| 9.0
AT, HSRVT U HAR 15.3 | 15.6| 14.9 | 16.3| 155 9.0

fo=1, <, Reet o o 56 | 8.7
ATes Jard
IR, HHITh Td 54 | 68| 7.1 | 57| 6.8
EEINELY
APl T ST 85| 75| 95| 97| 90| 67
(PP T IR)
I : ha HirADBIT TS
g e

AfFqer H &1 FAifSp R TN < § i ARl 4,
1, IcTep Pt gee R U<l & | diferer 2 J e & &5
A Sad FrRTen Feher TR Fot 639 WRE e it

o AfFes T B R H fEanfor 2R 319 T BT I 9T
fRarforaT 8 are IR S TR |

11.4| 138 11.7| 7.8
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arferept-2: waifires aRufRmt arer fRaferar wvem

(TRT STelR) B @l
1. | o s 639.0 Ry 15, 2008
2. | de<dm 103.9 JeTE 21, 2002
3. | TRH 63.4 fasR 2, 2001
4. | PrexD! 61.4 e 18, 2002
5. | caa 35.9 I 12, 1987
6. | TH¥Y 33.9 R 9, 1988
7. | X 33.3 SRR 17, 2005
8. | W& 32.7 JeTE 31, 2008
9. | ol IR 30.2 ST 28, 2002
10. | g 27.2 e 20, 2005
I : www.bankruptcydata.com

A <2l & gfiger YRa # 7@ & aRomRawy fa<ia
&1 N HS ST 37T B, ifehet At farir wiveny o1q +ff eiiaRas
Y Y eI & | e o H 0 rianE ud amERiangRiang
N e dpi & IR IR § TaRIUIeR Bl o
3IHATE] BT AWIR T g fobeyg STRENSTE 7 woee fohan fob
1 P P TRIUR ARFS IER H 9 6 2 b P
ESIRESIEET

[ECHIE: I

3T 21.2 BIFS Bl &R A Aqfedd g Sil a9 1991 & 37w
Hepe & d1S e T9T Faea ol |

gl arsIR H fivrae

wISIaT STf¥es Hehe H QR # Jatferes gHIfad aTsiRi # AR
gl qIeTR 4t 8, ST 20873 & i J FARER SRR 2008 #
9969 TR 37T 7T 3R WRRI FWIR P 37het STa=t 2008 H
450 AR RIS STeR BT JHAH ST I9T | HRA TR
TSR H IBTA I Sl HUa1 SREUfer 9 T8 o, 781 & SR &
! AT 227 J T HR A 139 8 T § | T&i I qA
TAIRIE BFT o oiant aToTR S8 S # 89 aret SIS Y
g F AR Wi JWR S 9 F 99T B &
faRvaR Aoyt fRufoRll # | aifere 3 & W @ fb oFd
2007 3R fawR 2007 # TR 9= ¥ g8 e fRae |
TR TSR W1 I &) TR & gTfaiet ga |

TR AR TR H 7S P HRYT 377 FRTaE HifRIep w9 3 faeeh
TR 91T GRT I T Aoy o & IR &, b oga
S a1eT (special purpose vehicle ) SR & A YR
TSIRI § 0T a9 4t o1, & fRarforan 8M & 3RR YR el
ISR H BT TG o1 | SHHT SRR ST gan b <rer @ik

VRT fa3d IR ra=er § INfiet STex 8, oifdhe SNl AR
I SR ITWIR b MR TR e & wR1 8 «ifde ffaes 7
P IR MR AR R B B =1 a1 g8 2, Ffd
FHRT TN 379 ST o Fae 3R fageh golt Jem & forg 35
B T sRIeR R R & | =t a A fata o forg FReafRa
e B 9T pR A 20 Fferere B HH g B 9 2
PRI T 3 7T IR FISTRI H NS HEY & HRYT el 7
aut # g § ggel IR FHRTHS Jgiy 3w T8 iR fafdl &
3FRIER 2008 H 12 FRrer 3R FawR 2008 # 10 i
fRTaC S | PRI Jebe BT IR T I AT 79 fash
fareTent = Rk 3TaRIeR 2008 # 13.3 o srRia! STerR
TR ISR 3 i folg RO STeR & o H IR
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feigToT S raferll = Gt AR SR T 5 R AT 8 | I8
TAR JNHARAT & Hefc<d! o Hehel TR G, VT IR,
T R TR H MY AR IR THAR g g |

faeT eI # Jgg AP ¥ ol & AT T AR H
facel 4ot & sicate & WRa § faeeh g1 wer Tg1 ® freg
Higal faxia Jae # WRa # el goue o &R faeeh
IR fAde ge Fohen & qon faqeh Mo s doh
O W e Fhd g1 Y 8, R e B el
Sl & 9T ST T 311G Ud ST &1 A gfg 3 i e
NEEREICE FRIEISCRIE]
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TferepT-3 : N AR U TS W & Heg e (%)
s@afy

2005
2006
2007
3T 07

Ry 07
JFRIER 07
qaRR 07
=R 07
ANt 08
TR 08
AT 08
1T 08
75 08

S 08
JeTrs 08

3T 08
=R 08
@ﬁ:wmﬂ

Ll

IR ¥ fve o asf § b7 & B ervgear AR R
oI TR "Gl g gUR o § RN 39 & |
TN 37T & fobeg aci Siepe H fORT TRE 391 & g T
Jpi & IR H SrHaTEl T TR TH T SHY W & O A
e ) IR g | S AR o1 o 2 et
TR 79 IT8H VT 1) U € SR wReha Retd S g ik &
BT H3 IHR A = fHar S 2 o1aud g9 SFRidhT & FAH
gIfad &l 81 | fhR 2t MR dopt o1 SeheaRa df¥ads St
g7 RSl & WY FIER JHAHED & Al 8 | TR
F ¢ afE dopi o TeieTs, STEAieTEang qen
ISR S wfffera €, a1 eI & 3 faxii wRer
o Affaes 7S § Rarferm & 7w, # 420 fAferm SR @1
TRITSR o7 | fagiven SEiIaEeans de bl faeeh arwi
TRIIISR & HRUT G SO TT T 39 TagaIoR &l

PIRATH BRS (Correlation coefficient)

0.31
0.38
0.56
0.48

0.86
0.05
0.48
0.53
0.67
0.21
0.07
0.74
0.89
0.90
0.51
0.32
0.79

40

April - June 2010

T8 | S STUIT H §7h JHH PH 8l T 8 | HE & HRY
S R ¥ g vd MR I9R H fRtae F dal § o ein
IRIRTI 1 TR FO I TF 967 8 | IR Refd §a iR
HE1T ARBR RT G 9 J e fafdre Ry (CFSA) &
IR R =14 T Horat: Y5 & IR Wi da aewe
e Niehe T AT Y A UTeT: e & |

YT A

I facell g1 HeR & HROT R ot R farwre st # e
&P SRISFIR B T MG HH B F I7h GRT Hoil ST aTet!
v 3 fiRTae 311 &, Rt arer Y aiv & et g8, <ei-faceh
FHUFR gRT PRIGR BT IFT Te™ A ATFIR & SRl §
Herh, STeR & TohTael HRATF J5T & RN fea S g am i
AT HeT IRIGe §an 2 |

ECH)!

AfTgp FE BT W TN IRR NIferdr Fer R ugr &
orTenT gee o fageh gwdioRor Refd 1R g1 & formg RA &
T faceh g91 @1 Wi WeR A g, suforg R R
FHRIHAS IHG P IRREN PIAT I9d & | IR IR BT
fRTae J 37 et & Jorar gan 8, Rrei I | R am
b BR A P 3@ & forg ol ors a8l & Frawres Roeia
Srefafd fraer i 8, 9= 1er =8l 81 | ST des Y2 &1 99
2, MferepeR TR 3R fFroht chafra Yo o1 3N g etk 8
TE RN €, fobeg af ey ol A SR A A o g A
% ot & Janfiget 81 R ANl Y JeHT BRTH | 71T HIRTI Goit
IR & (Yae2reh! BT fargam=y g: ST 7R & SiR 2RR 9IeR R
17000 & 3ihS HIIR IR IHI 2 |

AR
39 " & IR 3 faesh faves wRa ¥ 3

1T " Fabot & RPN IS T9M A RIS & Fobe 2 |
ISTERTY SIEH G A & YR H B3 <Al bl AFIR g 1
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JH AR TIRATA CaTeiron # BRIRT 23 G gad
FHRIT TR H I TE 7 R STD Jarsl F TIGER
TR STRI! RN & | ATy HATAT GIRT BRI Y T
JrIe A&V O ST SR & 3TRIER 2008 & 121 109,513
AN 7 Baet T el Bl S aeEeiT, e,
AT, ST Y01 ST, TR MG H R WS E |
ST ISR § TRATT Hhe

favary # g RTae Wi TR A 0T T9IR H =R T8
R TR AR Hehe IS B T & | Al AR AR o
et & ORI et &R R 984 317 919 9 T 8 | 39
g9Id = dhad o faf e &R, g ofFad @ dra W) W
e §aT & | 331 9 el 4t o a1 yaTe # STel 31l | 99
2008 % Tgell BHIE H R IoIRI 3 7 fferae e fageh
T fIT Aoy foram T2 d 9 STeRfeR 2008 TF I F
T H 13,13 IRRII FI BRI g 2 |

Raaoee

AT #Y BT Naifdres SRR A ST R eI 2 a8 8 - Y
Td Ha 0T & | AieT TRer Sde 9gd 9 Rad TRee
fomTarai T 3ot aRESTTSN 8 ¥ R P AT BRI MR
Raet teee # o1 39 HY & 9 A SIRY &1 b 3TNIR & o
T fob Sopl Tdl 3TTaTT fat 3 Fg AR GRT T8 0T R 1A
R F B TE ARTaT P THRHS IR JET T 3 |
IRaew A% & gWaRawY RId Wee & SR dutal
TR 3R RN SHRE R BT N PRI TL el 2 |

HIRYRE & BRI
Afger faxI Jbe 7 9 URAY HRURS! & oW IUR

AN Y 97 feIr & S 29 P dIER ¥ SUR o AEd 2|
YR § faeeh goger fawr der faceh e fFae ) ggar
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& 99T IS gHT & AT e wiasy § 39 <9ra § 3T
HHIAT & | 2007 o 37 e IR 1 GV 1 FareH e
SIFIET TSR AT STl o S 3f¥aes 78 &1 7ie & o &
g 3 3l T IR TRE & IR TEI IR E | HRA & J femereer
PHRART ST 319 BIST & forg sFriet wor Renal ) ffR
o, TR 81 IYE |

T B AT 5 &b AP

T 1S JF MR b forg Y 230 gRT M9 Hey I3 Y &
S IFRIG PN J I GRE SToR P Sol-3MSe dpeT
Yo Y ], S A o o1 St ol Raiforiue & g &g 9
- @ =wen @ § gt | S B 6 AS gifa
eI Lenfereier 31O S1Fell 3R R JHH Bl WIHBR s
UREEN Rih F AR JHA Bl Mber PR Tagy
GEIR AR Y ST e | STeT e HRT TGl o1 9 & 89
MY 7 F A gIfaeT TE gY & iR 2009 & ITRE H
TN STferaRer R 3 i 1 T8 TR Forh R < & 8
IR I IIEIRT (arifaes, JaT, IR, 3faac, fecias o) #
JHRIAD ARG Tof B T8 & | Jai I b A1 | Faforms
g 81 arel & fafmior, Raer geee, S, faeh fawr,
RISFIR $eafe ¥ T 31 18 TR Aie MY E | IR ©9 H 89 58
Fehal € 3 ) A g b ey & FaR gy 3T 3 I 39 Har
Haiferes Farer R I @1 g8 2 98 SHRA SrfeaRe
foTR Y gerare @ Wit & gifad g3 &, freg It s
H 39 Eorgel 7 W IRA™ riaRen & fafta el @
gHIfad foban 2 | oo fai Jape | 9o & forg & fasia
SNl vd faffame & Aregm ) el gasT v 8 |
oA Af¥ges #E & YWl B AT IRA o AT
M DI FZ FIB R@ART & SN FfRad el & d&d
e fpY I E -

If¥es gurR

IR Y3 e Jrfegdeeie &3 § IeRIeRvr, fAfFaer sremr
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e A1 & ol ¥t U= ol 1! Tl fraRaR AT e |
IFRIDT 1 MR H TR TH Y w9 & FaTerd Bbi o1
T 3R 1A 1 HHI BT &1 ATor 8 | 84 37 &1 H afcawd
ATYd e faferarer gd e @t gfchan &l AR =1 8r difcs
S S SIS & 1T fheft W IBR o Jeh G SReH i
a1 511 e | 341 TRE A &3 o ok, il I o
HERT SUhA! FTH SeaTEehal Ud v ega faem= 8, 99 )
IRBRI FTBR 1 I8 <1 2feg AR e 1 49 gicrea &
31ferep & gg=t <1 AMRY | e SThel H 3feract garg bl k-
R T =NRY A 39 IR ARBN) =107 g 511 ITReIAed
! faRe 8 18 S =Ry |

Afgs gur

PRI # g dae & 98 g7 SRU Aife &7 § gof
P IaIed B U1 Rifeh ST W WRT ¥ ol @ I TRE
& IRacH T 7 € SR Afgep Al R AR Rerd I
F1 gl FRiFT e 81 oo It w8 7 & s
NI gd T GUR el @ g RR J TRIeT &= &
Taa R & | 3T STafds goiiarg ol RIS I0 SFRIaT Wi
T & IHRA & forg Aifiger A= & 8 R T o1 & ol g8
3T Y S-S 1 Ot & qara H sfenyy SaRieRT B
<78 T8 ST <1feg R <1 H fAem Refcrdl, g fa<ia
SR R S v anfRy | T ke 3mmshes Hifges
YRR VR ReTd s = HRe Srefeaen # faemm gar
THIRT 3R g # A J IURA # e A, 97 Feice
ez |

IFTguR

Jopt AR faxira ierall @Y e e SR 9 S SUReparal
P 9T STFRah BR b forg, fT=i o SeRar Jeensii
& 9 0T SERA H I B 2, TP e K G Jomedt
MMAT HRAT R | T HRYT & 6 IR Sfeh gomedt
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A AN SRR AT RN Tiagarat &
1Y UfRiag HA & folg YR Retd § 3 YR H BRI
IS Sl TR (AT &5 dab1 Y BrehR ) AT 31, 2009
J INI- 1l & RN T Y AL R fo B | Ot wafee
A oI IR SR P G2 e ST Sawaeh &
T ST GRT SR 3T T I AT AFT JHIT 2T | e
8, WRA Bl = §fT For foxfg &5 & ydem § sneRyg
IR I B, SN - (&) Hudh ST Y ggrar (@) s
e & HeToR TSl & T, (1) AdaRen § ISty
el gea faaRare) et sy aen (9) fa<ia & §
RPN EXI&T P IR |

Sufafey e

A P IRUMRIHY XA 21 B9R ¥ HEHR 9 FOR A
W A 9ga T o fhg IR IR 9 98 ke g
AT SioRTaeEdT fAIAvAR T8 I J Ofss SiRfrareraT
HT TN & R SR e B o 81 3 eRv g %
IR IR 7 R I 51 o9 ome for & wifes uRd™
FHHRI Gd sfefeaRen 3 T & gpeo Jeg & | bR 0
fme el td WReR @ aA1fee fb 9 e @
IER # ddl o1afd & forg a9 T& q1 oy Fiferss faemareit
TE PR g DR | (ot & =fey i 3 Srefeprei=
e & e fFae R &R afRm fAfar demr o
IR o HTEAH | FeTeT TR-IRT JATd T P TeRI < |
SRafeg R F1 fAgw=

IR H 98 3 db SRAfCT F -3 Bl qheiten el el
G § | 37d: 39 &7 § I & Ig) =NfRy Srerdr Sifee
-3 | F9T AN | T8 T IRETRTA IR TR SReH
YEE R o forg SRGH ATTGS! R o I GaH FHIET Bl
T | TR AA-THS T Aheian! Td HTa-xaTel=ep emar
Sigt SRafea MR @1 Al & a8l R W 396 Aud @
UG FAEH &) SHa=T &1 ST anfeg |
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TS T H HH

PV [zl o1 R H 371f¥es A ‘TR & Hebe HTIRIH B
31T: 3T G W TR ¥ g | & Hva | TN &b HeToR
ReTd S 7 HARSR, WTANR TG YT R’ & B4 I, o=y
TSR H 601,700 FRIE T 3feais [Py Y | I8 e B [ gIR
TR H AR & FH 8] & FIfh sl § TaNg g &1
IR & A & S Sebi b ST TR Bl Yileh & AT Seb!
forefrer Ry ko1 <71 & 3rghet & fobeg bR+ Srefegaren & A
gaIfad &1 # on M & forg & =1 H wern e
NI & | MR ReTd S GRT T+ G 1S R | HHe:
PRI PR b TRVITERARY 3ferepier Sopi = fAf e YepR b Fevll
R ST &R H et PR & 8 P TeR A dReaTdic sTE 2 |

AIferepT-4: 2008-09 % IR FFAMHIT i § gRas=
Iafy W | Rast N R | THe ImRfEr srgara
TR 2008 | qd 9.0 6.0 6.5
STREER 20, 2008 8.0 6.0 6.5
qqR 03, 2008 75 6.0 5.5
&R 06, 2008 6.5 5.0 5.5
S 02, 2009 5.5 4.0 5.0
JTTE 29, 2009 4.75 3.25 5.0
fa=maR 29, 2009 475 3.25 5.0
I : YR Rod d
IR T ST W pee &

R ARBR BT A F IR & folg TR Gl IR sRev)
ST # eI R AR | Hehedbrel H faepRyet <2 =1 i ot
Td IR SMITIe IR & AT A FH S B & | Il F
IROTHRIRY HR 3TTa # Rt ot Jorm § S1fdes gfex
G I el 8 S geis opd 78] & | B9 JUNIHa R AT
& foTq HIRTH ITSTR 1 qRTer ST Sl pITRIRT H=e1 A |

ATfRET ) ST

80 & TP H QRS AR (TSt e, AR SR T g
I8 Riara & o fit o sreferaxen o draet arer fageh golt R
AR 77 Y8R AR T &) IR B =NfRT | Paet ST
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e & R et srefegawen faqeh Fawrei & g diea &
S Hg AR Farch 2 1 SHat 2008 § WR TRR IR Y
RTae 9ot 9 3 faeh et gRT sfengy s e <=
o o HROTEN §8 STalich HIRcIY iR T IR g T |
3FT: IR ffgavel P AR a9 g &4 o9 e
fraerpt 1 SfrepTiee diewfad H=1 =feg R g &
TR T TS ISR T fmfor e 2 | [RBR 1 2y fob et
3R TG S T STRRTIST BT Brgds I IRl R oob
Td PRI B IR BH BN dlfes 99 H Sedred, e o
ISR Y g1a1 fAet | <12l &1, I Hforad Ia) Gd HiY sl
R TS P TROEG w9 A FHA BT Y IR R RERFG
ST ATl bl ST fa S |

IrfivT R T HEA

I I H PR P AT ISR TGN, Y T PR SArl
P AR PR T b JURT B AFI Tael & et
R PR B dfeaes A o TS W A F 9 Tl 8| T8
ghfed 2 i TR aroiR & 77 9 g2 8, fdy 9 & R
F 72 B T T A ARy Jareli v Iel & forg
T SRR 9 38 8, 3 3R g = & forg 11l & snerRyg
Flaensll, ISFIR & FaR 3Mfe § TRy el e
ANILIF 2| 3 T Irefawen H R, o @ fa
YL, @<, SIS TN HleRID SA1eH, B FATHRT, faqor,
HSRl Faenall, e 91 A1, T HERT, TR,
3T Ud TSl RALal ol TR Sf AT I DY STRa
2 If ¥Ra & Al § Reme fene TR F Rt @
AT S5 |

TR A= BT RER T IR

Ig i S 8 fb SRR fAol-59 wrilert & At )
9 F MR R (Frgeh, e, TRagw, wReg 3mfl)
HT TS T TR FIRAR I 3R AIS[aT SAPRRET B favaaR
T & forg GIR TR | TSR P A+ Fa9 AR Ad
SusrAl # e J i emRiIfT @1 SwEnT S A g
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3 B TG & foIY BT AMRY | TRBRY STGAH &F ITAR
aq¥ 2007-2012 & #e7 AR IR= & forg 500 faferas
TeR P MITIHAT & | R 37 4997 3R anenRes w==mm
R g Y, 39 § wReg S vd fageh faer @1 ggrar 3=
SECEEES

IR WTH I8 HEl ST AHa1 & [ dfeaes Hl 1 IHG R H
TERT 7 B} TRl & ifh off B RS 3 @I 8, a7 e
Te13T & IR WR 8 | 81 I N WIeR a1feg fob WRd
PR T MR Refd d 7 fafma &, oo gfg iRk
IR T faderyot &1 3 Yeifdr v Af¥aes 71 & gva 1
AT PR & folg IRTE TN G € | SfeRTs /Y a6
ToTE & HIRTI TTSTR H Sl Efaiel S8 T8 98 41 379 RR B T8
8 oI STefeaRel A FIfY Y Mg R A S & | SR dfeh
1S SR ST 1 Y bR Sl 3N € @ FARIeR & iifen
TR Jopi 1 faeeN & 9ga v ToTdoR & | T @ 36 SRt

39N BT 91 & 9 379 ) 7 Pl AR J SR 71E ug & | I A
1 gHTG T8l g (first world) & <= § e TERIT 8
AN YR TR ST 3MfF gHIa B | 59 fARIa eReg AT
IR Srefawe # A AN BF &b PHROT HRA SR
IR RAprTier srefeamend oy & I8 Aehel! & | T8 s
2 1 &9 e e &) T YR BT a9 v&E & ol
R & § gy, T R aiR aTeRe Wva 3 kAR
R A & ql A @ GRART Rt & gR i
arefeeRel Pl ge TN | JATSTATD I TS RIS & TR,
“3f¥aep srefegaven # o W I AT W WR
AT FIRIR T FORTBT FROT YR refaga=an
Y ¥ 3R fasiiy Ao 21 WRe A% sreferawen
¥ Foft ¥ oot R"RATY agrar o @1 @ vd 3o fARmae
WU 9 fvg & gEEe St FH ¢ IS
SrefeaRT H HSRT I Hl F HhE BT IR WRT T TN
91 & YT 98 HH 2 11 HIR § R AT Sl R

YR referaer a 2009 # 7 BIRIE! &b ARI-INT gfes & gl
JpM AR a9 2010 J AT &R g RN | ST&i b ARy Q

Multi-Protocol Label Switching (MPLS)

Multi-Protocol Label Switching (MPLS), provides a mechanism for engineering network traffic patterns that is independent of routing tables. Itis
a combination of packet forwarding and label switching through a network, an integration of high speed layer 2 switching with layer 3 routing
using label switching. MPLS adopts the usage of Virtual Private Networks (VPN) which enhances the security levels, thereby improving network
based telecommunication. MPLS network is an improvement over the leased line network. The Leased Line Network being a partial mesh
network, is less scalable, and therefore, adding a new site to the network is difficult. Further, up-gradation of bandwidth is a time consuming and
cumbersome process and packet switching is slower in a Leased Line Network as compared to the MPLS.

With the evolution of MPLS, VPNs are poised to herald a radical shift in the world of network computing. Another trend over the last year is that
most enterprises are focused on creating highly agile and redundant networks, where MPLS VPN emerged as a trusted Wide Area Network
(WAN) connectivity option. Moreover, it improves efficient use of resources and enhances performance of the network. MPLS also enables
easy to implement Quality of Service and Class of Service based on application needs. The implementation of Internet Protocol Security
(IPSec) tunnels (secure tunnels between which data is encrypted) between CPE (Customer Premises Equipment, i.e., router) to CPE is
relatively easy. IDRBT has taken up the project of implementing INFINET MPLS Architecture designed to provide high level redundancy.
INFINET MPLS improves the possibilities for Traffic Engineering and supports the delivery of services with Quality of Service (QoS)
guarantees. lts salient features are: (i) Full Meshed communications at all locations (backbone), (ii) Two service providers to enable high
speed fault tolerance, (iii) A VPN between two locations could be across service providers, all VPNs between CPEs will be encrypted, and
(iv) Availability of QoS (Quality of Service) and TE (Traffic Engineering) on the last mile as well.

QoS is a capability of the network to provide resource assurance and service differentiation, where 'service differentiation’ is the ability of the
network to treat different applications in different ways, and 'resource assurance' is the ability of the network to provide appropriate service to fit
the application requirements, such as bandwidth, packet loss, jitter and latency.

TE is the process of selecting and controlling the paths along which the data travels through a network in order to optimise network resource
utilisation and traffic performance ensuring efficient and reliable network operations. The goal of TE is efficient and reliable network operation,
optimisation of network resources, handling of link and node failures and Voice and Video delivery over data network with performance and QoS.

Source : RBI
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Name of Book: peposit Insurance inindia

Author : M. R.Das
Publisher: Himalaya Publishing House

No.of pages: 232

In 1962, India 'rntroduced deposit insurance - the second country in the world 10 do so (the
its launch, which covers more than

first being the United States N 1933). After 4

2300 banks, m

deposits- |t may be due to the absence of proper publicity or

in banks as most of the big banks are controlled by Government. They come to know about it

\ only when the news of any bank's failuré is d'rsp\ayed atthe frontline of papers.

| Asmanyas 32 co-operative panks folded up lastyear torcing the depositors toinvoke insurance

\ guarantee to cover part of their 10sS€s- Deposit Insurance and Credit Guarantee Corporation
deposit insurance in India, paid nearly Rs.482 crore

\ (DICGO), an am of RBI, wh
i i e debate on f'\nanc'ra\ architecture is

to these co-opera’r'rv
\ the adequacy of insurance cover as compared with the 'rnternat'rona\ pract'rces. Like-wise€; many
first book on the

\ other issues have been dealtin detail by shri M. R. Das, Writef of perhaps the

subjectin India.
\ The whole gamut of Deposit Insurance has been covered in five chapters which include

\ «Global scene” and “Core Principles of Effective Deposit Insurance Systems and India's
pos‘rt‘ron” pesides «Deposit Insurance Reforms in India”. Setting up of \nternat‘rona\ Association
\ of Deposit Insurers (\ADI) in 2002, is the \atest deve\oprnent on the subject, also finds place in

\ this book. Mr. Das being involved i py RBI on «geposit insurance
reforms’ and having global experience of studying the system of many countries, has been able
“pest practices for an Explicit System + |nsurance in normal

| timesand departures from them” whichis worth reading.

\ The book also contains 2 list of 91 countries which have introduced deposit insur
isations. A study on the sFederal Deposi

\ with e-mil addresses of their related organisa
iew of R‘rsk—based Premium System whichis often

| Corporation (FD\C)” depicts an overvie
\ on \nternat'rona\ p\atforms. This book can become a base for further research on the subject.
prepare information prochure containing “frequen’r\y-asked questions

\ Banks may aiso
| pasis of this booK, furtherin the causeé of financial literacy- Book would be of use tolaym
ect, mO

ke 10 understand the intricacies of this subj

experts ali
“\ peen failing atregular intervals alloverthe world.

ance, alond
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e
Name of Book: «QVER VIEW OF FINANCIAL INC

Author - D.T.Pai
Publisher : 16-108, Saraswat't Sadan, Anantnagars

No.of Pages: 126 Pages

price:Rs1 25/-
y:P. N. Joshi
rent coins the ver. ltis an acknow\edged
nefits of growth

world 0
itable and eve
s of the society,

th ensu n distribution of be
ess of growtn itself. participation py all section
deve\opment‘

Finance is @ c f growth and

rucial catalyst O

rfinancial inclusion.
service by present'\ng in this concise pook an overvie
cial inclusion with detailed focus on the measures taken
otedto discussion on financial inclusion,
y case studies. ghri Pai has
hem in

f micro credit,
i .stics and has presented t
the facts and

Reviewed b
creditare the cur

Financial inclusion and micro
fact that inclusive grow
put also helps to hasten the proc

thus assists holistic deve\opment.
Therefore thereis global concernfo
shri.D. T Paihas rendered yeoman‘s
the global efforts made t0

in India. The pook is divided into tW
while part-1l deals with nuances 0

\ pa‘rnstak'rng\y assemb\ed dependab\
mean'rngtu\ tables and charts; the reader

\ figures givenin this pub\'\cat'ron withoutfe

on is best exp\a’rned by discussi
Non-a\la’r\ab'\\ty
) high charges an

w of

would feel confident thath
arof contrad'rct'\on.
riers in accessing

rceived
g reluctance to entertain

, gender, age, etC., are other
ins a crisp and

ies (pP- 6&7)-

institutional (bank'tng) services.
\ complications of 1) panking procedures, ii
ple aré the constraints. \lliteracy

low income peo
\ 'rmped'rments for inclusiVv panking, even in deve
\ compact discus
Dr.R.K. Hazari,
\ interesting anecdo
\ in Mumbai. He W
nat‘rona\'rsat'ron wh

\ F'\nano'\a\ inclusi

ic remarks that prior 10 pbank
\d not dare t0 look

itn armed guard at
ducated put low

atus of exclusivity in

e

mises Tabular 'rntormat'\on about the st

e in entering pank pre .
\ different countries makesan interesting reading.
| Efforts made by Government, Reserve Bank of India and panks for achieving fin

tant role of microin

\ are offectively presented in Chapters 2and3.1n part'rcu\ar, impor

\ financial literacy project h
| recent years nas lent @ new edge to

\ pranchless panking, panking through
\ new hope 10 reach panking gervices 10 the rugged farm
. The author has succinctly discussed these | i

\ the shortcomings in the 'rmp\ementat‘\on of financial inclusion (pp-36 &37)
poor 'rntrastructure, absence of suita asses,

ancial inclusion

\ income peop!
surance and

, instant payrnent faciliies have kindled
er in villages and tribals in hilly-tracts.

and 5. He has po'\nted out
_Migrant workers,
ble' financial products forthe m lack of appropr'rate
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dits spread are some of the constraints in operat'rona\'rs‘mg the programmes.
Sarv Shiksha Abhiyan, National Rural

We\\-'rntent'roned schemes like the pharat Nirman,
_National Rural Health Programme etc., suffer froma yawning

Emp\oyment Guarantee Scheme
gap in intention and imp\ementat'ron. Perhaps; @ decentra\'rsed '\mp\ementat'ron strategy with
i ise such projects.

onomy and accountab'r\'rty atlocal lev
manager could be given

aut
Banks have more than 82,000 pranches in the country-
the authority {o ensure hundred percent inclusive panking in his branch command area. Central
ed areas. Trade union leaders could be
est, as it will

i \'rghtened self-inter
re staff members.

icro finance Inspite Of
umber of marginal

farmers, agr'rcu\tura\ labourers and other low incomeé group peop\e do not have access
to the pank finance- Hence, micro finance tacilities are encouraged‘ Micro credit groups
\ fall into three catagories; gelf-Help Group (SHG), Joint Liability GroupP (JLG) and partnership.
\ ganks find it comfortable to lend to the SHGs and this model IS predom'mant andis functioning

d small farmers,

sas’r'rsfactor'r\y. JLG is intended t

\ who have no proper titles to their land nholdings. Collateral free credit is made avaible 10 them

. partnership model is popular among private and

ks.CICl Bank, AXis Bank, ABN AMRO, ING Vysyas HSBC, efC. attempt 1o fulfill their
i icro credit.

\ mandatory prionity sector tar

es of NABARD and SIDBI in facilitating spread of micro credit have peen ably
parrated. An interesting comparision of SHG linkage programme in India with the jconic
\ Bang\adesh Gramin Bank made by the author (p- 104) is illuminating- The role of co-operatives
| and RRBs in achieving inclusive bank'mg—poss’rb’r\'rt‘res and limitations - is discussed with the

\ help of case studies.

technology an

induced 10 play an active role N

increase spread of banking services

Next siX chapters i part-l, elaborately deal with

massive expansion of co

\ Initiativ

ation about efforts made 10

the booK isa valuable sour
ciety, not only in India but

\ Over all,
| provide financial services at affordabl
jation will penefit bY the useful and

\ world over. Research students in financial intermediatio
\ dependab\e data about inclusivity and micro credit in different countries. Practising pankers,
i d finance, policy makers and social workers with concerm for the poor

\ will find information in this ook highly rewarding.

ce of comprehens’rve inform
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ntals of Modern Banking

Name of Book: Fundame

Author : N C.Mujumdar

er:New Central Book Agency (P) Lid.

Publish
No.of Pages: 333 Pages

Price: Rs.325/-

Reviewed by * K. Chocka\tngam

The deve\opments inthe field of banking are multifarious suggesting thatno amount of literature
on the subject 1S sufficient enough 10 cover t gamut of the changes that have taken
place, parttcu\ar\y since the deregulation proce y nineties. The present book
is awelcome additionon the subject.

echnology, and expansion and g\oba\'\zat'ron

matically- The resultant competitive strategies
nd processes: Banks today

yarious financial
their mid-market
ong other things.
e of comp\ementary

Deregu\at'ron, couple

of financial mar
\ adopted by panks aré having @ prono
i g their ability to perform

\ are pursutng strategdi
functions - pusiness
ices, selling mutual fun

\ segment, cash management serv ,
The ability 10 perform such functions increasingly means offering a rang
\ services 10 customers.
\ In the process: panks aré changing their organtsattona\ architecture that pasically involved
f certain functions like payment and settiement mechanisms, Credit processtng
icro enterprises; and Marketing of products

d medium, small andm
add'rttona\ window for

centra\'rsatton 0
\ of even small pusinesses an
\ and services: Techno\og’rca\ innovations, introduction of ATMs as an
| dispensing of banking services; prompt clearance of cheques and bills through RTGS/ NEFT,
d on the Basel Committee norms and the last but
nd summary recovery of

\ new postulates in risk ma
i f epoch-maktng statutes for gpeedier @

\ not the least, legislation 0
pank loans have all contr'\buted to a paradigm shift in panking and changed its
ined the same, the delivery

\ pefore. In short, though the pbusiness of ban
ism involved therein have undergone & sea

face as never

panking services and the mechan

\ change overthelasttwo decades.
\ The present ook covers the whole gamut of banking operations and deve\opment over
ned in the foregoingd paragraphs. The book is & compendium of information
entedin 28 chapters thatcanbe proadly classified

‘\ the years explai
gathered pythea
\ into five categofi

ice, Banking Operations,
nt and Recent Deve\opments uld be thoughtful if the author
ries, which would enable the

| Bank Manageme
\ presented the chapters under the above Of other proad categories:
eaders 0 make use of the book as areference guide in banking.
through the panking

\ discerning
§ money, the author takes the readers
ing chapters deal with the

| Starting with the history ©O

\ deve\opment from the seventeenth century il today.

“\ pasic knowledge 2 panker should possess in varied subjects like economic geography,
ing & accountancy and business

| basic economic prtnc’rp\es, statistical techniques, pook-keep



& banking related laws- A notable omission here is business arithmetic, the usefulness of
which for the today's panker cannot be overemphas'rzed. The chapter oN loans and advances
will be of part’rcu\ar interest 10 the readers as this includes different aspects of credit appra'\sa\,
sanction, documentat'ron, securities, credit monitoring and recovery: Wherever necessary,
the theoretical part has been comp\emented with examples and illustrations. How does the
panking technology come handy t0 panks 10 unveil what was thought 'rmposs'rb\e a decade
pefore : N the areas of payment & settliement mechanism, high value clearing, cMS and
CBS is well exp\a'rned in the pook as also are the Basel Ccommittee prescr'rpt'rons, yarious
risk measurement techniques and their implications on capital adequacy of banks. This will

help the readers understand the intricacies of risk pased capital adequacy framework now
setinmotion py RBI.

In brief, tis isa comprehensive ook on panking written in 2 simple and easy-to—understand
language- The book will be part'rcu\ar\y useful 10 the new entrants 10 the banking industry
and also 10 panks' Staff Colleges and Training Centres for teaching the peginners: Overall,
this is @ comprehens'rve and pract'rca\ guide written by the author which is also @ reflection

of his four decades of banking experience.

@
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Invitation For Articles - Guidelines For Contributors

Contributing articles to the Bank Quest : (English /
Hindi)

Articles submitted to the Bank Quest should be
original contributions by the author/s. Articles will only
be considered for publication if they have not been
published, or accepted for publication elsewhere.

Articles should be sentto:
The Editor : Bank Quest
Indian Institute of Banking & Finance

“The Arcade”, World Trade Centre, 2™ Floor, East Wing,
Cuffe Parade, Mumbai-400 005, INDIA.

Objectives:

The primary objective of Bank Quest is to present the
theory, practice, analysis, views and research findings
on issues / developments, which have relevance for
current and future of banking and finance industry. The
aim is to provide a platform for Continuous Professional
Development (CPD) of the members.

Vetting of manuscripts :

Every article submitted to the Bank Quest is first
reviewed by the Editor for general suitability. The article
may then be vetted by a subject matter expert. Based
on the expert's recommendation, the Editor decides
whether the article should be accepted as it is, modified
or rejected. The modifications suggested, if any, by the
expert will be conveyed to the author for incorporation
in case the article is considered for selection. The
author should modify the article and resubmit the same
for the final decision of the Editor. The Editor has the
discretion to vary this procedure.

Features and formats required of authors :

Authors should carefully note the following before
submitting any articles;

1) Word length :

Articles should generally be around 5000 words
in length.

2) Title :
A title of, preferably, ten words or less should
be provided.

3) Autobiographical note and photograph :

A brief autobiographical note should be supplied
including full name, designation, name of

organization, telephone and fax numbers, and
e-mail address (if any) or last position held, in
case of retired persons. Passport size photograph
should also be sent along with the submission.

4) Format :
The article, should be submitted in MS Word, Times
New Roman, Font size 12 with 1%z line spacing.
A soft copy of the article should be sent either in a
floppy or by e-mail to drwazkar @iibf.org.in

5) Figures, charts and diagrams :
Essential figures, charts and diagrams should be
referred to as 'Figures' and they should be numbered
consecutively using Arabic numerals. Each figure
should have brief title. Diagrams should be kept as
simple as possible. In the text, the position of the
figure should be shown by indicating on a separate
line with the words : 'Insert figure 1'.

6) Tables:
Use of tables, wherever essential, should be printed
or typed on a separate sheet of paper and numbered
consecutively using Arabic numerals (e.g. Table-1)
and contain a brief title. In the body of the article,
the position of the table should be indicated on a
separate line with the words 'Insert Table 1'.

7) Picture /photos/illustrations :
The reproduction of any photos, illustration or
drawings will be at the Editor's discretion. Sources
should be explicitly acknowledged by way of
footnote. All computer-generated printouts should
be clear and sharp, and should not be folded.

8) Emphasis :
Words to be emphasised should be limited in
number and ijtalicised. Capital letters should be
used only at the start of the sentences or for proper
names.

Copyright:

It is important that authors submitting articles should

declare that the work is original and does not

infringe on any existing copyright. He / she should

undertake to indemnify the Institute against any

breach of such warranty and consequential financial

and other damages. Copyright of published article

will vest with the publisher (Institute).
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