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The banking solutions landscape is dotted with a
variety of players, ranging from those providing
specialised components to others offering
broader services. Several globally acclaimed
software companies have entered this space by
acquiring existing vendors, or in some instances,
developing capabilities in-house. On the surface,
it appears that banks seeking to transform their
core systems are faced with a problem of plenty —
a host of suppliers to choose from, many of
which boast solid credentials. However, banking
transformation is much more complex than
plugging a new application into the bank’s IT
infrastructure. It encompasses a host of services,
from consulting to infrastructure management to
BPO. Selecting a trusted transformation partner,
with end to end capabilities, is integral to the
success of any banking transformation exercise.

Understanding the supplier landscape is a good
start to vendor evaluation. Broadly, players fall
into any of these categories:

Niche vendors: These are not universal banking
solution providers in the true sense, operating as
they do in niche segments such as wealth
management, Islamic banking or deposits, to
name a few. Given their limited offerings, it is not
hard to understand that their activities are
restricted to local markets — it is rare to find a
global, segment 1 player in this category.

Systems integrators: Mostly known for their
systems integration and infrastructure
management capabilities, these players have
entered the banking solutions space largely by
way of strategic acquisition.

Platform or infrastructure players: Sensing an
opportunity to extend their footprint to
application software, global software platform
giants have made advances in the banking
solutions segment. By either developing solutions
in-house or acquiring them from other providers,
these system software companies have carved a
presence for themselves across the spectrum —
from databases to operating systems to
applications.

Independent software vendors: These firms
don’t fall into any of the above categories.

Independent software vendors do not have the
scale of systems integrators or the capability of
platform vendors, yet, are larger than niche
players. They may have established a strong
reputation within their chosen sphere; however,
by not offering any additional services, they
compromise their ability to become a full-fledged
transformation partner.

The above analysis clearly demonstrates that the
majority of players offering banking solutions do
not have the bandwidth to partner banks along
the entire transformation journey. As mentioned
at the outset, transformation involves much more
than selecting a few applications from a solution
set. Indeed, total banking transformation spans
the entire gamut of solutions, including
consulting, systems integration, applications and
their development and maintenance, including
services around them encompassing business
process outsourcing and enterprise resource
planning. A true transformation partner is one
with proven capabilities in all these areas.

Therefore, banks can employ the following
considerations to guide their selection:

Consulting credentials

Does the solutions vendor have the requisite
consulting capability such that it can identify and
prioritize the bank's transformation imperatives?
For instance, the consulting team may need to
examine key issues such as:

> Business Process Re-engineering requirements:
Banks with legacy processes need to re-
engineer them, prior to embarking upon
solution implementation. Clearly, they would
prefer a solutions partner that can provide
them the necessary guidance.

IT effectiveness: How effective is the banks'
current IT infrastructure? Does it support the
incorporation of new business objectives?
How can it be made more effective in the
revised operating model, post transformation?

IT strategy and architecture: Based on the
banks' business objectives, the consulting
team may be expected to arrive at a target




operating model and advise an appropriate IT
strategy and architecture to support it. The
strategy must help banks future proof their IT
investments and maximize value from the
same.

Business case presentation: Finally, the IT
strategy must lend impetus to the banks'
business case development by enabling the
provision of qualitative and quantitative data
so that they can continuously assess the
market and their position within it, and use
that insight to enlist the support of their
stakeholders.

Systems integration capability

Based on the business case and IT strategy that
may have been developed during the consulting
phase, banks are now faced with the task of
redrawing their solutions set. This is likely to
involve the retirement of a few applications, the
retention of some and the acquisition of others.
Therefore, it is critical that the transformation
partner have robust systems integration
capabilities so that the disparate applications can
be seamlessly integrated.

A single vendor providing both consulting and
systems integration services can take a more
holistic and cohesive approach, with both
functional teams working in tandem, having a
full appreciation of the others’ recommendations
and responsibilities. Being involved right from
the start, they also hold a higher stake in the
transformation.

They will also serve as the banks’ single point of
contact, relieving them of the onerous burden of
dealing with multiple application vendors.

Solutions’ track record

Banks must assess vendors’ level of ownership in
the recommended solutions set. A vendor that
owns few applications and merely bundles a
plethora of third party solutions is likely to have
less domain expertise and display lower
commitment.

They must also ask whether the proposed
solution has end to end capability and can be
implemented in an integrated environment.
Banks must beware of pretender solutions that
lack in architecture or capability or both. An ideal
universal banking solution must rate high on the
attributes of scalability, flexibility, performance
and speed of implementation. On top of that, it
must not only support inter-operability within the
currently existing infrastructure, but also be
future proof by lending itself to change.

In short, the right vendor is one that not only has
a proven solution, but also the requisite skills and
execution ability to provide out of the box
integration, support and applications
management.

Process alignment

The implementation of a new universal banking
solution is invariably accompanied by a change in
banking processes, which is necessary to deliver
the benefits expected of the transformation. A
vendor with a long and reliable track record
would immediately recognise those processes
that need to be dismantled and have a clear
perspective of the best practices that must be put
in place. This allows banks to hit the ground
running, and enjoy the benefits of their revised
processes from the outset, without having to
undergo a painful transition during which they
are forced to juggle new systems with old
processes.

Hence, it is imperative that banks ask their
prospective vendors whether they can deliver an
application-led business transformation. Does
their application prescribe the best methods to
conduct routine transactions, manage channels
or decide pricing and so on? For successful
transformation, applications must modify
business processes such that they are totally
tuned to the new systems.

Infrastructure and risk management

Banks must look to repose the responsibility of
application infrastructure management in
trustworthy hands. Their vendor ought to be
capable of handling the entire gamut, including




data centre, network, security, hardware and
software management. An important
consideration is whether they possess these skills
in-house, or depend upon an outside agency.

In many cases, banks may also expect their
vendor to manage and develop, when necessary,
some of their legacy systems. In order to provide
such bespoke application development and
management services, a vendor needs to have
adequate resources in terms of people, processes,
tools and methodologies.

At this stage, it is natural for banks to be
concerned about whether they are exposing
themselves to undue risk by overly depending on
a single transformation partner. It may be useful
to remember that a credible vendor with a well-
rounded portfolio will also manage enterprise-
wide risk, and offer consulting services and
solutions to help banking clients mitigate the
same. They would have solutions for disaster
recovery and business continuity in place, to
strengthen banks’ preparedness for adversity. Last
but not least, their solutions will be compliant
with the regulatory regime prevailing in the

country (ies) where they are to be implemented.
Should that not suffice, banks can demand that
the vendor provide them with appropriate
certification proving the extent to which their
solutions are compliant with regulatory
requirements.

Independent validation

Recognising the need to heighten the confidence
of their customer banks, some solutions providers
agree to subject their services to an independent
validation, beyond the routine systems and
application testing.

They provide added reassurance by extending
support to banks on an ongoing basis for
software performance management. This helps
banks monitor the performance of all their
software applications, to specifically ensure that
during the course of such large scale
transformation of IT infrastructure, the end
customers’ needs are not overlooked.

Value mining

The relationship between a bank and their
solution vendor is not a one-off incident. A
trusted partner will always bear the bank’s
interest in mind, and work diligently towards
helping them maximize value from the
relationship. Through the mechanism of
benchmarking and audit, value mining services
enable banks to assess the extent to which they
have leveraged their transformation solution, and
highlights areas of improvement on either side.

The scope need not be limited to the universal
banking application alone. The performance of
other important software such as operating
systems and databases can also be tuned. Thus, a
vendor capable of providing value mining services
can add additional value by raising the
performance and utilisation of system resources
across the organisation.

Business process outsourcing capability

It is easy for banking organisations to become
distracted from their core competence and get
sucked into the vortex of administrative activity.
Sensing this, many banks seek to outsource their
non-core and support processes to specialist third
parties. The core banking solutions vendor is a
natural fit for this role — being well versed in the
processes riding on their solution, besides having
an understanding of the workings of the
organisation.

The vendor must be capable of taking over end
to end management of back office processes.
They should possess the infrastructure to provide
round the clock services, the expertise to operate
in different geographic and linguistic domains
and the systemic strength to keep errors at a
minimum.

All of this is made possible only when the vendor
is adequately resourced in terms of people,
processes and tools. The benchmarking of
processes to industry accepted standards,
availability of the latest reusable tools, substantial
ownership of intellectual property and
continuous investment in the training of
personnel are all telling indicators.




Last but not least, the vendor organisation’s value
system, past history, market reputation and
quality of top management must be given careful
consideration.

With the capability evaluation taken care of,
banks can turn their attention to equally
important commercial issues.

> A deal must result in a win-win situation for
both parties and not just a windfall for the
vendor. Is the vendor willing to increase their
stake by agreeing to an outcome-based
compensation or flexible pricing structure?
Can they deliver applications on a SaaS
platform so that banks need only pay for
what they use?

How strong is their support infrastructure?
Can they extend it to far flung locations?

How much stake do they have, in terms of
actual ownership of the solution? How much
do they invest towards keeping their
technology up-to-date and relevant to
changing market needs?

Is the vendor sufficiently forward thinking? Do
the organisation and its solution look
sustainable in the longer term?

Making a well-judged selection of a single
partner on the basis of such exhaustive criteria
will ease the pressure on banks to micro-manage
multiple application vendors, and endow them
with greater negotiating power to optimize total
cost of ownership. Banking transformation is a
continuous journey lasting over several years. A
trusted transformation partner is one that can
offer end to end services from consulting to BPO
and support the bank throughout the cycle, by
envisioning, planning implementing and
sustaining.
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