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What is the current state of the banking
industry in India?

Banking in India is fairly well developed,
yet fairly under-penetrated and grossly
under-served at the same time. While the
country has nearly 90,000 bank branches,
in reality, the average number of peo-
ple served per branch is roughly 15,000,
which means that there is under-pene-
tration and under-service.

The market is also fairly lopsided. The
top government banks have roughly 75%
of market share, private sector banks have
approximately 20%, and the balance is
spread between foreign banks. In the af-
termath of the global crisis, foreign banks
lost a share of the market and a significant
part of that share moved to private sector
and public sector banks.

In the last five years, the industry has

transformed into being more efficient,
customer-friendly and demand-driven.
One of the biggest successes of the In-
dian banking markets has been the ad-
vent of payments systems driven by the
Reserve Bank of India (RBI)—whether
it is large payments done in real time,
mid-sized payments done on any fixed
deposit, or small payments on National
Electronic Funds Transfer. You settle di-
rectly from bank to bank without having
to go through the RBI clearing system.

How will this translate into opportunities
for the banking sector at large?

We believe that the opportunity in the
Indian marketplace is terrific. The mar-
kets have turned around progressively,
and we're entering the second phase of
the golden era of the Indian economy. In

the next 10-30 years, as India takes centre
stage as the knowledge economy of the
world, driven by entrepreneurship and
sunrise sectors, the country will establish
a comparative and competitive global ad-
vantage, and this means tremendous op-
portunities for the banking sector.

Banks will need to develop new strate-
gies focused on sunrise sectors like agri-
business, life sciences, infrastructure, re-
newable energy, retailing, etc. We will see
exponential growth in financial services
led by the banking sector by 2020.

And for Yes Bank specifically?

Yes Bank has taken a new mantle of pro-
fessional entrepreneurship defined as the
“Professionals’ Bank of India”, driven by ar
uncompromising mission to build qual-
ity, and to provide superior and consisten

Rana Kapoor, Founder, Managing Director and CEQ,
Yes Bank, talks to Dr Amit Kapoor of the Institute for
Competitiveness about the bank's strategic emphasis
and his views on industrial convergence.
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services, which I think is a very big gap
in terms of the overall banking experi-
ence in our country.

From 2003 to 2008, there was a growth
of almost 20% per annum in the banking
sector. A bank like ours is in the phase
of making a paradigm shift in banking
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capex, structured finance, investment
banking solutions and growth equity
capital, among other things.

Through Yes Bank’s knowledge-driven
approach, we focus on the sunrise sec-
tors of the Indian economy with a sharp
focus on banking for SMEs.

Is there a huge dichotomy between ur-
ban and rural areas in terms of service
and penetration?
Roughly 70-75% of deposits and almost
75-80% of loan advances come from the
top 200 banking centres in the country.
Until now, banks have not seen pri-
ority sector obligations as an attractive
business. Over the last few years, the op-
portunity and growth in rural markets is
equalising with urban markets. The fact
that there is tremendous deposit poten-
tial and potential for inclusive banking is
making banks recognise rural markets as
an economically-viable model. Transfor-
mational technologies such as mobility,
improved penetration and knowledge of
operating and internet services, are mak-
ing semi-urban and rural markets more
attractive for banks.

When you talk about technology, what
architectural shifts do you predict in the
industry because of it?

Our non-core services like network man-
agement, hardware management, and day-
to-day, non-essential services have been
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provided in a bundled manner by Wipro
for the last six years. Now, even public
sector banks and old private sector banks
are reaching out to build efficient archi-
tectural outsourcing.

At the same time, it is important that the
core applications of a bank reside with-
in the bank itself. At Yes Bank, they are
constantly and dynamically upgrading
technology to make sure they’re scalable,
benchmarked, and refreshed to mitigate
obsolescence. I think that this is one huge
opportunity that Indian technology in-
frastructure companies are providing in
a very competitive way today.

Does technology help in raising custom-
er experience and reducing costs?

Definitely. This is especially true of expe-
riential or creative technologies. For ex-
ample, when we started the bank, we did
not benchmark ourselves with other banks

IN OUR TWO-PHASE STRATEGY,

. IN ADVERSITY’. NOW, IT’S ‘SEIZE
THE OPPORTUNITY EVERY DAY'.

in the world, but with the SAS Institute,
Southwest Airlines and most of all, with
the branch experience of Starbucks. We
felt that Wi-Fi, for example, creates cus-
tomer intimacy and increases customer
time in the branch, thus enhancing proxi-
mal opportunity. Another big opportunity
we have seen surface in India is recog-
nition technologies like RFID payment
technologies and mi-
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The overall creative proposition through
technology allows you to reduce transac-
tion costs. In banking, it is imperative to
create income efficiencies, technology-
driven efficiencies and service efficien-
cies to reduce your cost structures. To-
day, technology allows you to do that,
whether it’s through mobility, low-cost
ATM rollouts, revenue share models or
service management.

I think the role of call centres is terrific.
There again, voice recognition speeds up
call routing into the right product and
enquiry centre. If implemented and man-
aged well, call centres create a lot of scal-
ability and reduce transaction surcharges.

Boundaries could be blurring some-
where between industries, for example
with mobile banking. How do you think
industry convergence is happening?
Banks have to recognise that risk manage-
ment of payments control and anti-money
laundering will mitigate once you have the
Unique Identification Authority of India
(UIDAI) in place. Till that happens, banks
are the backbone for all payments risk
management. Settlement management
national servers are being created. The
National Payments Corporation of India
(NPCI) was set up in Mumbai recently
to handle micro-payments. Even though
NPCI is at an experimental phase right
now, there is a tremendous potential for
increasing penetration through it.
Telecom companies, for example, have
very good collection mechanisms in place,
something that banks don’t have today.
Partnerships between banks and telecom
companies, where telecom companies






