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Delivered a 3-year digital roadmap that cuts cost-to-income from 61% to 48%, digitises 14 customer

journeys, and moves 72% of transactions to self-serve channels - without a core-banking rip-and-replace.

Frameworks: Journey Value Mapping . Activity-Based Costing . Value-per-Effort Matrix . Three-Horizon Roadmap .

API-Facade Strategy

| Challenge

A regional private bank (Rs.65,000 crore assets, 480 branches, 9.2 million customers) was being squeezed
from two directions: new-age digital banks were taking its affluent urban customers, while its cost-to-income
ratio (61%) was 1,300 basis points worse than the private-bank peer median. The board had approved a

"digital-first" strategy but the IT team was drowning in 214 competing digital initiatives, and the core banking

system was 19 years old.

The CEQ's question: **"How do we become a digital-first bank without breaking the bank - literally?"** The IT
team wanted a core replacement (Rs.900 crore, 5 years); the CFO wanted a Rs.150 crore budget cap; the

CMO wanted "an app that doesn't embarrass us."

| Approach

We ran a 20-week transformation programme with four tracks:

1. Journey & value mapping. We identified the 60 highest-volume customer journeys and scored each on

digital potential, customer pain, and effort - creating a "value-per-effort" matrix to sequence investment.

2. Channel economics. We built unit-cost benchmarks per transaction channel (branch Rs.220, ATM Rs.38,

mobile Rs.4, internet Rs.7) from activity-based costing across 12 product lines.

3. Technology assessment. We evaluated the core system's actual constraints - not its age - via API-ability,
data-quality, and downtime analysis, and stress-tested three options: core replacement, "core-plus"

middleware layer, and facade/API-first strategy.



4. Operating model design. We defined the digital factory (squads, platform teams, governance), the
branch's new role (sales & advisory hub vs. transaction counter), and the talent plan (recruit vs. build vs.

partner).

| Analysis

**The unit economics were the headline.** With 62% of transactions still branch-based, shifting just 30% of
eligible transactions to mobile/internet was worth Rs.148 crore annually in operating costs - 40% of the

required cost reduction - with no revenue trade-off.

**The journey matrix revealed a counter-intuitive priority.** The "best digital journeys" (mobile onboarding,
online FD, loan pre-qualification) were not the biggest value pools. The top-three pools were:
*cash-management self-serve for SME clients* (Rs.41 crore, high-value, low effort), *branch-queue digitisation*
(Rs.23 crore via appointment + token systems), and *loan-document digitisation* (Rs.19 crore, cutting 11 days

of turnaround). The CEQ's "shiny app" instinct would have captured only 20% of the addressable value.

**The core didn't need replacing - it needed a facade.** The 19-year-old core was stable (99.97% uptime) and
held the system of record. The constraint was integration, not capacity. An API-fagade layer with an event
backbone delivered 80% of the "core replacement” value at 12% of the cost (Rs.108 crore vs. Rs.900 crore) -

and with *lower* risk.

**Branch economics flipped the real-estate model.** At 40% lower footfall (the project's own forecast), 90
branches fell below cost-efficiency thresholds - but converting them to advisory/sales "phygital” hubs (rather
than closing them) preserved deposits (a 1.2% deposit-retention premium vs. closed branches in comparable

cases) while cutting transaction-carrying cost.

| Findings
1. Rs.148 crorelyear of cost is reachable in 24 months purely from channel shift - 40% of the
cost-to-income gap.

2. Core replacement was a value-destroying option at this stage: an API-facade strategy captured 80% of

the value at 12% of the cost and 30% of the timeline risk.

3. Digital success correlates with operating-model change, not technology. Banks that embedded digital

squads with P&L ownership delivered 2.3x the value of those that ran digital as an IT project.
4. Revenue upside was the hidden prize: digitised onboarding lifted new-account conversion 18% in

comparable deployments; wealth-cross-sell rates double for app-active customers.
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We recommended a **three-horizon roadmap**:

» Horizon 1 (months 0-12) - "Fix the flows": digitise the top-14 journeys (incl. SME cash-management,
loan documents, branch appointments); launch the API-facade with the event backbone; pilot 20 phygital

branches. Budget: Rs.96 crore. Target: Rs.52 crore annual cost out.

e Horizon 2 (months 12-24) - "Scale the shift": full channel-shift marketing (target 55% mobile transaction
mix), 90-branch conversion programme, and digital onboarding at scale. Target: cumulative Rs.112 crore
annual cost out.

* Horizon 3 (months 24-36) - "New bank economics": product-led growth (paperless personal loans,
automated SME credit lines), ecosystem APIs (tax, ERP, accounting integrations), and a refreshed core

decision point - by then, with data on the facade, the core question answers itself.

**Guardrails:** a single digital P&L owned by a chief digital officer (not the CIO); fortnightly value-tracking
against the benefits register; and a branch-talent programme to redeploy 1,800 staff from transaction roles to

advisory roles - the single biggest change-management risk.

I Outcome

By month 26, the bank had cut cost-to-income to 51.2% (from 61%), moved 63% of transactions to self-serve,
and digitised all 14 priority journeys. The phygital branch network retained 98.4% of deposits while shedding
31% of transaction-handling cost. The API-fagade decision saved an estimated Rs.790 crore versus the
core-replacement path - and gave the bank the data architecture to launch its neo-banking subsidiary 14

months ahead of plan.

*Case study reconstructed for illustration from typical engagement patterns. Client and figures are

hypothetical.*
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