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The Changing Marketplace 

• Increased competition and the reduced cost of technology 
are rapidly changing financial markets. 

• E-banking is likely to be a significant component of the 
product delivery and customer strategy of the strategic 
marketing plans of cutting-edge MFIs in the future.

• Does e-banking not offer the prospect of substantial, if 
not massive, progress in banking the poor, provided 
certain threshold conditions are met?

-David Porteous, FinMark Trust



The Huge Potential 
of Technological Innovation

Handout: Briefing Note #21 Handout: Briefing Note #21 
““ Meeting the Challenge of ITMeeting the Challenge of IT””
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Present Value to Install & Maintain (RSA)
(Source: McKinsey)

1. Assumes market of 150,00 merchants with 25% penetration of POS  
2. SMS/IVR require one time cost of $5 million  for back-end IT systems
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Technology is Not The Issue

• Surprisingly, technical issues do not appear to be the 
major constraint in the successful adoption of electronic 
banking initiatives. 

• Key Challenges:
� Developing and promoting a value proposition to the customer 

that is high enough to match the flexibility and accessibility of 
cash.  

� Vital to design products that offer a balance between
� competitive pricing, 
� functionality and 
� sufficient access points 

for basic transactions like deposits and withdrawals of cash.



Success Will Depend On … (1)

• Strategic issuesinclude:
� Regulation and supervision
� Pricing policy
� Issuing network and distribution network for point of 

sale devices 
� Value proposition for the end customer
� Branding 

• Technical issuesinclude:
� Cost of infrastructure
� Existence of national infrastructure
� Communications infrastructure



Success Will Depend On … (2)

• Social issuesinclude:
� Acceptability of e-money as a store of value and as a medium 

of exchange.

• Practical issues include:
� Training of issuers, customers, and staff 
� Accessibility in terms of transacting locations; 
� Usability in terms of how easily customers can use the solution 

• Marketing and communication issues that relate to 
� Encouraging the usage of the service across its full range of 

functionalities – through 
� Communication in clear concise and client friendly language 

backed up by a proactive research agenda. 



E-Banking – Reducing Costs

• E-banking reduces cost. However, if value is not 
added for the customer, the product risks 
rejection: 
� The introduction of smart cards at SKS and BASIX in 

India was shelved after piloting. 

• And there are regulatory hurdles too …



But It Has To Offer More … (1)

• Experiments in electronic banking in India 
suggest that:
� Many customers are positive about the advent of 

electronic banking but 

� Simply replacing the ability to perform transactions 
with the financial institution electronically is not of 
sufficient value to clients to encourage them to 
transfer from cash.

� Regulatory issues and concerns need to be addressed 
in order to ‘massify’ access to financial services



But It Has To Offer More … (2)

• Electronic banking offers the potential to add 
many features to standard banking service 
anywhere up to and beyond the functionality 
currently offered in standard current account 
offered in most developed countries. 

• However, increased functionality always comes at 
a cost in terms of the complexity of the technical 
and support solution required. 

• The key question in this context is therefore: 
“What product features are essential to create a 
value proposition to customers that works?”



G-Cash Mobile Phone Banking
• G-Cash is a electronic cash service from Globe Telecom, 

Philippines (Electronic Wallet)
• Services available :

� Send cash across Philippines and abroad
� Receive cash and make payments
� Store Cash

• Maximum amount limited to PhP.10,000 per transaction; 
PhP.40,000 per day and PhP.100,00 per month

• Facilitates payment of utility, insurance, credit card bills 
and tuition fee.

• As of March 2006, 1.3 million people were using the G-
Cash system, which was handling about $100 million per 
day. 



Correspondent/Agent Banking in Brazil

• 4 banks with >28,000 POS/computers in convenience 
stores, post offices etc. across the country using VSAT 
communications

• >10 million new savings accounts since 2000

• Clients swipe their cards, enter their PIN and make the 
transaction. The agent pays/takes the cash for 
withdrawals, deposits, insurance & bill payment etc.

• Agents also:
� Extending consumer credit/collecting repayments and 
� Enterprise credit with loan officers/MFIs/credit scoring 

techniques (this is under development)



M-PesaMobile Phone Banking (1)
• Three partners:

• SafariCom (Vodafone’s associate company in Kenya)
• Commercial Bank of Africa
• Faulu (Kenya)



• Accessibleto reach a large proportion of the population 
including as many potential users as possible; 

• Experimental, Innovative andFlexible to respond to 
lessons learned and add extended functionality;

• Pragmatic, Appropriate andSensitiveto the 
communities using and supporting the system; 

• Scalableto very large numbers of accounts/transactions, 
with multiple operators and international services; 

• Secure, Safeand Reliable for each of the key 
stakeholders; and

• Economic- low transaction, roll out and operation costs 
maximising the opportunity for commercial success.

M-PesaMobile Phone Banking (2)



Some of the Conclusions from MicroSave’s
E-banking Virtual Conference (1)

• It is possible to build huge functionality onto an e-
banking infrastructure. This includes:
� Deposit taking, 

� Withdrawals, 
� Bill payments, 

� Internet access, 
� Money transfers, 

� Air time top up, 
� Pension payments etc. etc. 



Some of the Conclusions from MicroSave’s
E-banking Virtual Conference (2)

• It is important to create an appropriate enabling 
environment within which e-banking can flourish.   

• However, the complexity and potential of e-
banking solutions will challenge legislators and 
regulators, with the creation of new 
intermediation channels such as:
� Internet kiosks 
� Merchants and 
� Potentially the revitalization of post offices as 

financial service providers.



Some of the Conclusions from MicroSave’s
E-banking Virtual Conference (3)

• Any solution to mass scale electronic banking, is 
likely to be through a series of partnerships: 
� Banks 

� IT solution providers 
� Merchants 

� Government departments, 
� Microfinance programmes

� Equipment suppliers etc. 



Some of the Conclusions from MicroSave’s
E-banking Virtual Conference (4)

• Investing in customer education/product 
marketing will be important as electronic banking 
solutions roll out to the illiterate and semi literate 
market. However, how this can be done cost 
effectively remains a significant challenge. 

• Customer focused research is essential in order to 
� design the product and its features, 
� develop distribution networks that match the way that 

poor actually use their money. 
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