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Serving the BOP is a different game: Different customer, different

product

ARegul ar o Bank Cust omer BOPsegments
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A Stable income A Unstable income
A Purchases multiple products ($$ for ALimited 0G%lpankhasdo cash
bank) compete for share of pocket
A Basic literacy i rational decisions A Low literacy i rational and irrational
AfAClosed relationship (s p edadekisiossa(omy numeric literacy
language) presumable)

A Relationship through third party
A Frequent interaction with telecom

(‘Z)CGAP retailers (usually pre-paid)
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Understanding customers is critical since how they use the

product drives profitability of the *channel*

Estimated profitability of accounts at SBI (on a variable-cost basis)
Rupees/ Month /Account Student
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A Small balance accounts do

not generate income for the
bank, and input/output
transactions make it
expensive to operate

Getting users to bring
money to the account is
often the basis for attracting
them to use servicer

Total profitability will depend
on patterns of usage

However, even successful
products make only small

marginsA i t 6s a ga
scale



Organizations that serve the poor, setup distribution networks

with distinctive characteristics

Example of Telco distribution network

e A 22 Million customers Key features
L _ A 2 Mn Retail points
ngg;ﬁg;' x N A Visit all retail points 1/month A Depth
I_ Reach everywhere leveraging
Area third parties
Manager XN

A High touch relationship

Own B&M distrib agencies: management with agents

A Direct sales, promotion in high traffic areas
A Customer service

A Liquidity management A Scaleable Structure Can
grow steadily by adding new
Deployment supervisor: points
— j‘i x5 A Coordinate training/recruiting
A Deploy product changes A Micro-liquidity management

(frequent dispensing,

| /jE 3 Roaming customer support proactive Control)

A Technical support to end-customer through
agencies and retail points o ]
A Close supervision of field

zales lSU_pef\r/]i.SOF N _ operations (training,
Relationship management (visit 30-50 points compliance, fraud)

be— j& x100 /day)

Push sales targets

Liquidity monitoring

Identify potential new agents
Investigate issues in compliance, fraud

To o T I>



A bank can do this by itself, or it can leverage third-party networks

Challenge in running a network i Sample case

Cost as a function of volume

2. Be able to scale network
to really achieve impact
in the P&L

Cost/
Account

1. Reach minimum
scale for
profitability

EXAMPLE

Volume (# of
accounts)

Total Cost

Avg Income/
Account

A 3rdparty agent managers HAVE MORE INCENTIVES for
Who is scale:

more likely

to drive

scale A 3 party agent managers CAN BECOME MORE EFFICIENT:
effectivelv? High focus on _efficiency of operations _
y Often develop internal knowledge (IP) and best practices

It is their core business
Scale is only way to recoup investment

Bank or 3rd Party?
Regardless of who
does it, business will
be driven by scale




Case 1: EKO T India

EKO/-
. State Bank of India
Airtel
(SBI) .
___|Started as independent
agent integrator
A Partnered with Airtel as

strategy to build network
l A Partnered with SBI to offer
| agent network
EKO i A IT/INGO structure to comply
with regulation on BC

v l

Partof Ai r t |e | §&SD S& D Original Airtel New agents setup
unconverted Distribution Network by Eko
network network :
S&D network converted into agent (future)
’_’_I_’_‘ : ’_’_L’_‘ network
Mer- Mer- Mer- Mer- Mer- Mer- Mer- Mer-
chant| [chant| |chant| |chant chant| |chant| [chant| [chant
. i *
£ Branding by EKO )
Y

A Product:
Savings account, opened in the ri A Agent:
bank with fAmobille nu ero as Opens accounts
number; transact via mobile (C?”eCtS forms, performs
Follows simplified account rules 1% level KYC)

QZ)CGAP * Branding currently driven by SBI/EKO but in process of changing to a form where EKO will be the primary brand, followed by co-
branding banks.
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Case 1. EKOT India (cont.)

A SBI pays EKO:
Account:
Opening account fee
Yearly Account SBI .
Maintenance fee A Contract between Airtel /
Transactional fee (% of EKO: Based on SLA
transacted amount)
Services (remittances) . . R
Fixed transactional fee CIT Ay Aoffers fAbanking gradebod
(compliance, supervision)
A Back-end services: form collection
and management
=4 A cCall center operations
A Agent training
A Remunerates distribution (trade) as
well as all partners
A Airtel:
Gets fee in return for A Agent:
Asharingo / sjupervigsing v Opens accounts (collects formats,
distribution network Mer- performs KYC)
Gets normal fee from SMS B chant Gets fixed fee per transaction
messages (certain Gets incentive fee on account opening
transactions)

A User pays:
No cost for withdrawals and deposits
X Fee for remittances

QZ)CGAP * The choice of a distribution partner should be led by depth of current distribution and efficiency of supervision. Adoption of this
product within the Dist. Org. as a critical product with dedicated sales supervision is critical to success
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