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IFC and PSDG Provide An Integrated Approach

Strategic Framework and Vision for National Payment Systems

Public Policy Goals: safety and efficiency in payment systems; promotion of access to payment
services; and consumer protection and financial literacy
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Proportionate and Risk Based Consumer Protection and Transparency

Development of Financial Infrastructure

Conventional Retail Payments Innovative Retail Payments
ACH and Card Based Systems Agent based networks, mobile payments, etc.

Support to Payment Services Providers

Banks Non-Bank Payment Service Providers,
Third Party Processors and MNOs
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-
Improving Supply In Payments Alone Could Reach Nearly 2 Billion People
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E-Money Reduces Costs That Impacts Both Supply To And Demand From The Poor

Supply Constraints Demand Constraints
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Remittances: Cost of sending remittances to remitter’s home country.
Domestic payments: Cost of sending payments within country.
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-
Moving To E-Money Reduces The Role Of Cash,

Improving Overall Economic Productivity

Cashless Retail Payment Transactions Per Capita (2006) Cost Of Cash Are High
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-
Lower Cost, Increased Outreach Constitute Opportunities

For Reaching The Poor And Demand For E-Money Can Be Driven

Government to Person
(G2P) payments reach
170 million poor
people in 40 countries
globally. 75% of
payments land in an
account that is in
accessible in terms of
cost and distance

P2P includes domestic
and international
transfers. While there
is little data on the
volume of domestic
transfers, data
suggests that
international
remittances equal
$300 - 350 billion
per year
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* Through G2P and P2P transfers, e-payments are making it
easier for the poor to manage their financial lives by:

— Smoothing consumption in the case of seasonal or erratic earnings
— Handle large life events and absorb unforeseen shocks

— Support micro-entrepreneurial and livelihood activities

» Global experience shows, mobile wallets reach the poor

— Due to MPESA the number of Kenyans considered to be financially
included has almost doubled to 41% in 3 years

- 30% of WIZZIT customers were previously unbanked and 20% of
Filipino mobile money users live on < $5/day

- In Brazil, 398 million deposit and withdrawal transactions worth
$39.6 billion were conducted by agents in 2007, accounting for 1 in
every 5 transactions

« 70% of the worlds population has access to mobile phones
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The Ability To Integrate Many Components Is Key To Developing A Healthy And
Scalable Ecosystem. This Ecosystem Is Not Well Developed In Many Countries

Branding & Operating Model

Integration of the different players and choice of

Stored Value operating model will influenced product offering in

Account (SVA) market. Need business justification and market Regulatory framework
strategy. Key success factor: Trust

Payment Instruments

Cash

SVA with drives what is permissible

Card and possible in terms of

Linked players and products these

Bank Account . .
players offer in a given

Debit, Credit
or Charge Card

market. Drives ability to

Access Points/Network build out agent networks.
branch Online Retail Phones Key success factor: Risk
<. . . Outlet
Critical to identify one . .
product that will attract A closely knit and well managed agent network is a critical proportionate regulation
customers, meeting their success factor as it provides many access / acceptance
greatest need and build points = 10 * branch network. Agents are key interphase
other services onto that. to customers and must have minimum of 50 transactions/
Key success factor: Anchor day and must be within 2km of user. Key success factor:
Product Scalability
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Differentiation
(Alternative
Infrastructure)

Cost Leadership

Deposit
Accoun

management:

o

transfer, bill

remittance,
cash-in &

Financial Infrastructure

processing

E-Wallet Is An Important Intermediate Step In Bringing Access
To The Poor And PSPs Have A Vital Role To Play In Extending E-Money

Lending
Funds &
charging
fees &
interest:
overdrafts
(negative
deposit),
ST and
installment
loan

Financial Integration
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-
PSPs Are Likely To Be Important Players In Many Markets

= We think the infrastructure and agent ecosystems may evolve into “shared
resource”

= The payment service providers (PSP) are likely to evolve as independent
operators that serve multiple markets; owning and maintaining the
technology and the agent network

= We think there will be specialist payment service providers that can be the
“back office” for multiple Fls

= We think there will be more MNOs focusing on their core business

= Banks will continue to expand their e-payment capabilities and will
dominate in the savings and loan products, due to regulatory requirements

= First mover advantage is real & important for payment service providers, as
long as the product offering is right. The best are likely to get the most
market. There are likely to be no more than two or three per market
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Our Target Market May Be Defined By The Service Offering Of The Entity
Rather Than Driven By The Type Of Entity And Can Include Banks, PSPs &
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Interfaces, back-ends, switching, security, issuing, managing wallets, loyalty, credit, etc.

International .
" Finance Corporation
World Bank Group




THANK YOU FOR YOUR ATTENTION




-
Technology Is Not The Key Constraint, Making A Business Case And

For All Involved Is, But Greater Reach Requires Technology As Enabler

Legal & Regulatory: Enabling Framework l

PROVIDERS
Commercial banks/lending institutions
Microfinance Institutions (MFls)
Mobile operators

INFRASTRUCTURE CLIENTS
TECHNOLOGY Base of the pyramid

Greater
reach 2>
Increased
- Banking/cash point « Branchless banking: « Credit scoring AZF
infrastructure « ATMs
, _  MIS upgrades for MFls
« Credit bureaus/public « POS
registries . Internet banking « KYC (Know Your

. Collateral/movable : Customer) software
registries Prepaid cards identification tools

Debit cards
Credit cards

« Biometrics

« Payment system

platforms Smart cards

« Mobile phone banking
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In Many Markets Agents Are Key To Bridging The Service Gap

Business
Management

= Plan all aspects of
business

= Meet with retail
agents on a regular
basis to understand
their business

= Track needs for
additional training,
promotional
materials, other tools

Liquidity
Management

= Ensure that retail
agents have sufficient
electronic value on
their phones

= Set up system to
provide and retrieve
cash, as needed by
agents
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Develop primary
financial statements

Perform financial
forecasting

Reconcile electronic
and cash movement
at end of each day

= Provide initial training
on MFSP services

= Encourage retail
agents to attend MFSP
special training
sessions

= Ensure retail agents
are sufficiently traine

To The Poor And Have Diverse Tasks

= Recruit new retail
agents

= Develop sales
forecasts for their
network

= Motivate agents, and
monitor progress
against sales goals

= Report results to MFSP

= Monitor retail agents
effectiveness in
achieving compliance
with MFSP and
regulatory policies

= Follow up on overdue
or outstanding
documentation

/BADistributor
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Supermarket

L

person
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Wholesaler;

Direct sales

Consumer

Secondary
agent

o —

Producer

LPrimary agent z




Inclusion And Business Sustainability Will Evolve Through Increasing
Product Access Diversity And Transaction Over Time

. P2P, Salary Bill Retail .
Deposit/ P2B Pavments Pavments Pavments Savings Loans Insurance
Withdrawal y Y y
I

Payment Instruments
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Stored Value Access
Account (SVA) og Flexibility is key Banked

Card Access
Under Banked Under Banked

Ease of Use is key

Linked
Bank Account Unbanked

Fees

Debit, Credit Cost is key
or Charge Card
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