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-Kazi Alamgir, MD and CEO, BDBL

Digital transformation is reimagining of business using digital technologies to create new — or
modify existing — business processes, culiure, and customer experiences to meet changing
business and market requirements. This retmagining of business in the digital age is digital
transformation.

The face of the digital technology landscape has changed in the last few years, Dugital
transformation looks different in every industry and every company. In general terms, it is the
integration of digital technology into all areas of a business. That integration leads to fundamental
changes in how the business operates and delivers value fo its customers.

Banks running on a digital core can see reduced costs and streamlined processes. This end-to-end
integration also helps provide a more seamless, engaging customer experience. And it makes room
for further business transformation with new digital technologies like blockchain and artificial
inielligence,

Cioing digital has also affected the banking workforce, with automation there is a growing demand
for data scientists with banking experience - a skill se1 not easy to find in today’s market. It is time
for the industry to develop a new workforce model to educate existing staff and recruit new talent.

Big Data and its impact on the customer journey

The banking indusiry is among the most data-driven of industries. For regulatory and insurance

requirements banks must store many vears of transaction data, The challenge is knowing how to

. translate that information into meaningful nsights.

M Big Data provides significant opportunities for banks to outshine their competition. Moving data

onto a cloud platform provides a 360-degree view of every customer. This deep insight shows

| banks where they can provide a higher level of service and create more value. Big Data also allows
the use of disruptive technologies like artificial intelligence, blockcham, and IoT to map the

customer journey and gain a competitive adge.

Leveraging technology to reinvent the banking business model

New advanced technologies allow banks to strengthen customer engagement with personalized,

mnovative offerings. The industry already leverages IoT with mobile apps, plastic cards, ATMs,

card readers and sensors. It also provides a new opportunity for real-time asset financing.

Some banks are already using blockchain technology to transform their business processes, as il

offers secure, convenient altematives to traditional bank processes. Lately, blockchain has been in

the spotlight because of its ability to reduce fraud in the financial world. Blockchain is already

used in the financial instruments arcas of banking, including payments (cross-border, peer-to-peer,

corporate and interbank); private equity asset transfers; tracking derivative commodities; the

management of trading, spending, mortgage and loan records, microfinance applications, and

Customer service records.

|| Locking at cross-border paymenis, for example, blockchain can be used o reduce processing time

to minutes from standard times of three to six days. This elevates the customer experience 0 a new

|| level with lower cost real-time transactions. Stack processes improved by blockchain include

clearing networks; international transfers; cleanng and settlement; auditing, reconciliation, and

reporting; and asset ownership.

Other technologies, such as machine leaming, can help automate manual processes, of benefit to

trading, fraud management and customer segmentation activities.




Banking on the cloud
Banks are racing to take advantage of market opportunities available through digital
transformation. At the same time, they must manage the risks created by the new digital economy.
There is a critical need for affordable computing platforms that provide greater agility.

There is no doubt new digital technologies are changing the banking industry. Banks that embrace
innovation and adopt new technologies have unprecedented opportunities to change and improve
how they provide financial services including offering the ability to: |
I, Collaborate with financial technology partners to develop digital products.

Provide customers with scamless real-time, multichanne] digital interactions.

3. Simplify and optimize business processes through standardization, optimization, and adoption
of cloud solutions.

Build an open and agile platform that makes it easy to meet regulatory requirements.

5. Innovate with disruptive technologies like antificial intelligence (Al), 10T, and blockchamn.

Restructuring the business model and processes is critical to any bank’s successful digitalization. ||
Leveraging innovative capabilities in a cloud deployment can not only speed up digital
transformation initiatives but also deliver business-wide process improvements as well.

L

e

Moving towards Cash-less Society

Cashless economy is an economic system where small amount of cash is used in transactions.
Cashless economy is based on transactions made by credit cards, debit cards, wallets or digital
muodes.

Bangladesh is majorly cash driven economy where people prefer to carry cash instead of cards
however India is moving towards “less cash economy” - a phase of cultural-economic transition.
It is important to curb shadow economy, corruption, terror -financing, human and drug trafficking,
counterfeit-currency eic,

Cashless economy is cost effective, growth friendly, business friendly. pro-financial inclusion, eic.
Government is promoting it through various ways. Cashless economy requires robust
digitalization. It has various challenges-escaping attitudes of people, poor transaction security
mechanism, insufficient infrastructure etc.

There are numerous number of digital payment system has been developed in Bangladesh and the
market is growing tremendously. Major Banks are investing in it's fin-Tech sector. According to
one of the oldest and prominent newspaper The Daily Star, in 2016 12% of total transaction wenl
through digital means and rest of the 88% by cash. The picture of course changed in 2017 and
2018, In the same report we leamed that in 2018 digital 18% of total transaction went through
digital means_ 50% increase in 2 years. This number is increase because of card based payment
system, mobile finance service, app based payment and digital wallets like iPay, etc. It may be
noted that iPay commercially launched in March 2018, which 18 successfully running with more
than | million downloads, and onboarding more than 3500 credible business within a short span
of time.

What Does a Zero-Cash World Look Like?
The cashless payment logistics are still developing, but we have some hints on how a cashless
society might evolve,

= Credit cards and debit cards are among the most popular cash alternatives in use today. But
cards alone aren’t enough, Mobile devices will most likely become a primary tool for

payments.



« Electronic payment apps, like iPay. In addition, bill-splitting apps allow friends to split their
bills casily and in a fair manner.

= Mabile payment services: In developing and developed nations that use cash sparingly,
mobile dévices are the most commaon tools for payments.

» Cryplocurrencies are also part of the discussion: They're already used for meney transfers,
and they introduce competition and innovation that may help keep costs low. But they currently
have risks and regulatory hurdles that make them impractical for most consumers, 5o they

might not be right for widespread use.

Benefits of cashiess transactions

Lower crime because there's no tangible money to steal

Less money laundenng because there's always a paper trail

Less time and costs associated with handling paper money as well as storing and depositing it
Easier currency exchange while traveling intermationally

Disadvantages of cashless transactions

Exposes your personal information (o a possible data breach

If hackers drain your bank account, you'll have no altemative source of money

Technology problems can leave you with no access to your money

The poor and those without bank accounts will have difficulty paying and receiving payments
Some may find it harder to control spending when they don't see physical cash leaving their hands
Banks may start charging fees to compensate for possible negative interest rates

Examples of Cashless Societics

Several nations are already making moves 1o eliminate cash, with the push coming from both
consumers and povernment bodies. Sweden and India are two notable examples.

Sweden: li's not uncomman 1o sec signs that say “No cash accepted” in Swedish shops, and
some hanks no longer handle cash. Cash payments are only 15 percent of retail sales in Sweden,
and some point to Sweden as the model for a modern cashless society. Consumers are mostly
happy with this situation, but the poor and elderly still struggle with an electronic world.

India: The Indian government banned 500 and 1,000 rupee notes in November of 2016 in an effort
to penalize criminals and those working in the informal economy. The implementation was rushed
and controversial, and roughly 99 percent of those banknotes were deposited—meaning criminals
didn’t lose much, if any, money. Electronic transactions increased temporarily, but fell to pre-
demonetization levels in the next year.

Challenges:

Insufficient infrastructure and lack of security and public awareness about the use of digital
payment systems are the main obstacles to building a full-fledged cashless transaction
ecosysiem. Bangladesh Bank, the private sector and the media have to work together to
improve this situation. The situations suggest that going cashless is possible with sufficient
infrastructure and gradual progress. The remaining questions center on how the marginahized wall
fare when cash is history.
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