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Multi-channel Approach to Expand Financial Services

Branchless Banking Ecosystem is evolving

Convergence of payments and mobile communications is inevitable. Use of cell phone on a P2P basis may take time for
adoption in developing economies

However, limitless opportunities for financial inclusion exists.

Commercial Banks and card associations are very important for this initiative.

There is availability of various enablers across the
developing countries for bank-led, Telco-led or hybrid.

It is important for MFls/ MFBs taking initiative to ensure
that the ROl on the project is favorable and the delivery
cost is lowered for the benefit of the end user.
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Multi-channel Approach to Expand Finoncial Services

Use of Agents in Banking

Financial Services Credit Products

Il- MFB to Customer Service Points Model ieds
Il- MFB to MFI/NGO/SHG

Balance Inquiry
Dutstanding Loan Inquiry.
Air tima loading

Inwrard remittoncas

A very strong assumption is that the transactions taking place are recorded online on the bank hosted systems
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Franchisee and Product Set Possibilities

Government Agencies

Post Offices

Merchants/National Retail Chains
. Quick Service Restauranis

- Meoney Remittance Companies (Domestic,
International)

Pawnshops

Micro-credit disbursal and usage

Inward and outward remittances

. Domestic Money Transfers

.+ Prepaid and postpaid bills

Utility bills
Insurance premium collection

Other innovative products like pension, old age
benefits etc. can be also included in future
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Role of Franchisee

Awareness generation - Providing transactions:

Enrollments of customers, AML [ KYC ~ Cash Deposit

Training of operators .~ Cash Disbursal

Cash handling and cash management . Account-to-Account Transfer (SIM to POS card to Bank hosted)
Coordination with other banks for settlement . Statements

Providing sustainable revenue streams for Agents Maintenance of equipment

Safekeeping and daily reconciliation of cash
Awareness generation within peri-urban and rural areas
Coordination with and reporting to Franchisee | Business

Bank and & JV Service
Partner can
provide orientation and
Banking Products initial training

fo any Business
Correspondant -Main
Franchises
salected by the bank




Multi-channel Approach to Expand Financial Services

Focus on Products and Utility of Delivery Channel
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 Automotic _nuumftm of MIS and records, reports.

Deposit products (no-frills/ basic banking;
Fool procf Identity Targeted; Term; Current)

Should be simple o use (even by relatively Micro-Insurance products

illiterate operators)
Credit products

With minimal training needed
Cash withdrawal facility

Shovuld deliver reduction in transaclion costs
Cash deposit facility

Both Offline /| Online operation for usability
in all conditions Account-to-account fund transfer (5IM to
POS to Bank Hosted)

Should cater for versatile product mix and
multiple products via single channel. Record of last 10 transactions

Cashless Payments to Merchants

‘Other innovative products from the Bank

Promote true Financial Inclusion of Versatile suite of financial products
unbanked and under-banked to serve all kinds of cusiomers



Multi-channel Approach to Expand Finoncial Services

Risks of agent based banking and mitigants

Operational for bank System uﬂnlgilhw-hm:.du- to problems with system Regulator sets out requirements with respect to system
integrity; or misuse by refail agents or customers. reliability ond check to ensure that the requirements are
met. Regulater has ‘look-threugh' autherity to examing
operations/accounts of agent.
Operational for agent Theft or robbery, misuse by insufficiently irained staff. Bank responsible for investigating com petence of retail

agents and providing training. Low value of tfransactions
per agent. Complete Com pliance before agency

agreement.
Operational for customer Fraud perpetrated by agent; technical errors that Bank (principal) directly responsible for acts committed by
improperly credit customer account, disclosure of ogent (whether infentional or accidental) acting on s
sensitive customer infermation. behalf; right of redress for customer against bank rather

than agent, consumer education by banks. Access to Call
centre for client, mandate certaln levels of dato security

and ‘look see’ power fo examine.
Ceoft for bk Risk that refail agent will not pay bank affer barik Controctuol relaianship with busins
; 5 RETEAT B2 :ht';_—.:r' Y | S .“.
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Risks of agent based banking and mitigants

Legal risk

Liquidity for agent

Risk of non-conformity with laws and regulations, which
will be high with this new model.

Risk of liquidity shorifall if bank finds it difficult to frack
agents liquidity demands.

Inability to meet customer demands for cash, especially
if in remote locofion.

Bank responsible for extra legal actions by ogent. Neads
o ensure adequate contract with agent regarding liability.

Real time setflement systems. MFBs MUST BE ALLOWED
TO PARTICIPATE IN Central Bank's setlement/payment
system,

Contingency planning by bank, set maximum
withdrowals per agent per day, require advance
nofification of large withdrawal requiremants,
infarmation fo clients re next closest agent, educate to
maximize electronic transacting.
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Conclusions
nnovatic ._r._,.tw. industry has to contend with a
l.if rngulnﬂu‘nl u:ling rﬂ “speed humpl ' that can slow duwn prudu:l* nm:l murltaﬂng
innovation.

Have an internal robust technology infrastructure available prior to experimenting with
delivery Channels. Technology is enabling new entrants inte banking services and in-turn
changing the cost structure and geography of financial services.

Have processes defined and tested for fraud detection, franchisee training / awareness,
operations, customer service, continuity of business at agent locations.

Have a very clear marketing plan imbedded with customer service in mind and processes
to measure them.

st importantly, as we anticipate widespread access of new delivery models, the s






