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Qualitative Survey Contours
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Profile of the agents assessed

Agent's Business Profile N=153

' Most of the agents are entrepreneurs with small
60% - mobile prepaid shops or related service business

- such as bills payment or ticketing.

_____________________________________________________________________________________
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. mobile network operators (MNQOs), non government organisations
. (NGOs) and section 25 companies

15 business correspondent network managers (BCNMs) including
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Agent Banking — Value proposition for agents

Technology Quality of Service Training

To develop the business .
Liquidity Supporting\ case for agents it is |/ Supporting _(I?pehratllons%
Management imperative to improve the echnology Support
quality of service by
Compensation working onto improve five Customer Care
critical ~ parameters i.e. :
Fraud & Risk compensation, cash Marketing &
Manaaement management, technology, o Branding
g perations  support  and
marketing
Profits Agent’s perspective Social Status
Defining a Support in social
right mix regggr?tlgobnyc}f
of products providing identity
card, confirmation
letter etc
: Business Case
Product Mix

The right mix of
transactions and
customer acquisition to
increase the revenue for
the agent

Enabling

Enabling| Enrolments

Transactions
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Agent Banking in Practice
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#Byent Economics

Capex of Agents

50-100k

8% >100k <=10k

13% 11%

» Almost 80 percent of ANMSs charge agents
for the device/ asset- either upfront or as part
of security deposit

»>\ery few deployments exist that do not call
for any of these (except the working capital)
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» The majority agents invest
between Rs.10,000 and 50,000 in the
business

» Investment is primarily made on:
v’ Technology
v Working Capital
v’ Security Deposit
v'Promotion/ campaigns
v' Furniture/ fixtures

Investment by Location

E Urban
® Rural

<=10k 10-25k 25-50k  50-100k >100k

Rs.
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Presenter
Presentation Notes
68% agents have invested between 10-50,000 in the BC business. Those who have invested more than this have done so either because of more expensive technology (internet based model- kiosk) that requires purchasing a computer or laptop worth Rs.25-40,000. Or the other category is of those agents who have a booming remittance business, and are required to maintain high amounts in e-float to be able to accept heavy amounts for remittance. Only 11 percent are working with ANMs who do not ask for investment in technology or other paraphernalia such as furniture/fixtures etc. 


Commission payouts

Agent commissions are delayed by 3-4 months for most of the rural agents. Urban agents covered under
study are receiving commissions on time (typically real-time or monthly). Delay in commission is a very
significant reason for limited efforts of agents in customer acquisition.

Regularity of commission payout

®Delayed ®Regular

All agents reporting delayed payments
are agents located in rural areas

Commissions payout, frequency and mode of payment

The commission payout pattern seen during the study, suggests that BCNMs with urban operations are
" regular in commission payments. :

The frequency of commission payout is different with each BCNM and ranges from instant credit to
- agents’ e float, to monthly payouts
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Time required for account activations

There is typically a gap of 3-4 months in account activation from the time of submitting account opening
forms. This is more prominent with smart card /POS based and kiosk platforms, that are also the two
common technology platforms used by BCNMs

S Account activation time

= Smart Card based/POS ®mEKiosk MMobile ®=WWeb based Time Iag between enrolment to trans-action.s |
Smart Card > 2-3 month delay in receiving smart

based cards (in some cases, a delay of up
to 6 months)

Mobile based > 1-3 weeks

: Normally 6 days duration, 3-4
Kiosk month delays in some cases due to
delay in uploading of data at bank

Classic case of delays in payments and smart card leading to drop out of an agent

The Agent | A customer service point (CSP) agent for the last one year

Context ' He has opened 747 NFA accounts till now with aggregated savings of Rs.200,000 in

__________________ account opening commission of Rs.4,000.
Case He had encouraged customers to save in their accounts and did 207 transactions with the total
“volume Rs.13,250 within 15 days of joining in the year 2011 . Since he did not receive

commissions by October, he lost hope and only did 17 transactions in November 2011 with a
total volume of Rs. 2,700 and plans to quit this business.
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Transaction patterns per day

The daily transactions of a rural agent is very low compared to their urban counterparts. This
affects their profits and motivation.
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Number of transactions

A rural agent typically does 1 to 10 transactions per day. These transactions includes NFA based
- deposit and withdrawals and Social Security Payments.

Almost 25% of the agents in rural areas, though active, are not able to conduct transactions for a
- variety of reasons such as delay in receiving terminal, agent card or customer cards

Most of the urban agents do 10 to 60 transactions in a day, of which the majority are remittance
' transactions.

_________________________________________________________________________________________________________________________________________________________________________
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Operations support

Fewer visits by bank staff affects the credibility of the agent. Frequent visits can help in customer acquisition
and business

Operations support is evaluated at two aspects: visits by bank staff and BC staff.

Urban agents constitute 80% of the total
agents who have never been visited by the
bank staff

_______________________________________________________________________

Some rural agents are visited by bank staff

one —two times a month. But most rural .
agents have been visited only once since they
started operations '

4054
35%
30%
25%
20%
15%%
10%%

5%

0%

Every day MNever Irregular  1-2 times/month
frequency

Visits by Bank staff N=116
60%

50% —
40% - —
30% ] =
20% —
10% . I L
0% S —

Everyday 1-2/week 1-2/month Onlyonce  Never

Regular monitoring of agents is a challenge for

' small BCNM organisations. as they do not have

. dedicated qualified staff and financial capabilities
. to manage BC operations.

______________________________________________________________________________________

. In many cases, the supervisors are entrusted with
responsibility for a large number of agents of

. different partner banks within the same district. In
such cases, the staff undertake need-based visits
to the agents only to solve issues and queries.
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Marketing Support

Marketing support by ANMs Marketing collaterals provided by ANMs

ore [N -
None 4

| Pamphlets - 3
Marketing collateral - | |
] Instructions to customer 1
Point of sales promation - .
Enrollment drives - Price list . 1
— Listof services - N s
Newspaper advertisements F Signage — 12
0 5 10 15 0 2 4 6 8 10 12 14
Number of ANMs Number of ANMs

» 80% of the ANMs have conducted promotional activities for their agents, but all their efforts are limited to BTL activities.

» Some observations on marketing support
v'No standard package of marketing collaterals
v' ANM s just limit their involvement to supply of signage.
v'ANMs pay more attention to those agents who are located in district headquarters or in the urban areas. The agents
located in far flung areas neither receive adequate marketing collateral nor get to participate in marketing
campaigns
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Agent Profitability : The right mix ?*

Agents offering mono product incur losses in their business. Multi product offerings are
profitable, both in rural and urban areas.

=000 12 Average P/L for different Bg\g(ergltjjzg)rsli\{%rr%duct
25000.0 [ e categories of agents (Tatkal)/ National
S O000:0-A 12 Electronic Funds
10 s Revenue TranSfer_ (NEFT)
15000.0 - 1. o * G2P disbursements
| mamm Total Expenses * Multi pr0dUCt
10000.0 =8 wsm N et Profit (Loss) . : :
Y offerings including
N ROI credit
5000.0 .~
0.0 | . . S el Total Average
Urban Rural Rural Urban Rural | wa Investments Float
-5000.0 — Core  Mult G2P Mono  MMono — -4 (US $) (US $)
Agents’ RO | Urban: Core 2,000 1,300
« Agents providing multi products including credit make ROl | | Prod
- more than 10%. .| Rural: Multi 1,900 777
- *Agents providing core banking facility akin to remittances in: | Prod
form of outstation deposits make ROI of around 4%. | Rural: 2P 1,800 900

« Agents in rural areas servicing G2P disbursements make ROI

- between 0.5% to 1%. | Urban: 6,000 5,000
- »Agents in rural and urban areas with mono product offering Mono Prod

. like NFA make negative ROI. .| Rural: Mono 4,000 403
'''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' Prod

*The P/L is derived from qualitative focussed studies and might not be representative enough. The sample has i
been drawn as part of MicroSave qualitative research around agent assessment.For the study ,18 urban and 11 ruraIM |Cr08ave 12
CSPs were considered who are using different technologies and have exclusive expenses patterns. Market-led solutions for financial services



Agent Banking — Where is it working?
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BC agents earn handsome remuneration - significantly higher than industry average.
This can be further enhanced if more products are enabled through the BCs.

30,000 - Business Mix of BC
=
% 25,000 -
g Advances mobilisation
] __| constitutes 43% of the
R 20,000 - average commission
£ earned by agents
o
[¢B)
[
§ 15,000 - The —
= Advantage, whic ] L
2 h needs to be Depc_)3|t mobilisation
£ 10,000 - consolidated - constitutes 34% of the
= average commission
Z; Avg. = Rs. 5,082 earned by agents
S 5,000 - |
o — .
< Other products (No frill
. a/c, SB a/c, and recovery)
. — -
Industry average = Rs. constitute 23% of the
1189% ..
Agents who were on-board betvx’/egrgm Oct 2011 to Mar 2012 _ commission earned
*MicroSave estimates that on an average an agent of an established BCNM earns Rs.1,189 while an agent of a start-up =
BCNM earns Rs.510; State of Business Correspondent Industry in India — The Supply Side Story, MicroSave, May M IC rosave 14
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Bank saves up to 85% in the cost of doing banking transactions
(deposits, advances, and account opening) through BCs as against at the branches

Comparison of average cost per transaction (in Rs.) B Branch BC
1,65
83 13 507
356
268
3
246 15 83
Recovery of written off loanA/C opening  Deposit/withdrawal Making loans Opening FD
transaction
Opening savings account and doing a single Value based
transaction at a BC cost the bank up to 85% less commission makes
than the cost it would incur if these transactions FD a costly product
are done at the branches in case of BC
involvement
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Good practices and encouraging outcomes that should be continued

=  Fixed
GeC Deposit
Diverse Product Mix — The product mix / \
offered through BC is very diverse and is liked | _

; Savings No Frills
by customers. The product mix also works for account Account
BCs - 60% BCs earn between Rs.2,000 to \ l
Rs.16,000 per month as commission. _

Crop Educati
Loan gy, on Loan
Advances . e b .
: =Business Case for BC - The business case for
Business from . .
900 - BC BC is very good, the average commission earned
800 - yd by BCs is Rs. 5,716 per month which is much
2 700 - above the industry average of Rs.1,189 per
€ 600 - month*.
SR =Use of BCs has resulted in increase in the
ad .
= business for branches. In one branch, overall
= 400 - . i
200 Business from deposits increased by 48% and advances increased
branch staff by 43%.
200 -
100 Total branch growth including BC
0 : : Total branch growth excluding BC
Actual and projected branch growth
2008 2009 2010 2011 2012
*MicroS timates that t of tablished BCNM Rs.1,189 whil t of a start- A
BCNM earns Rs,510: State of Business Correspondent Industry in India - The Subply Side Storv, Microsave, My IVIICTOS@VE | 16

2012.

Market-led solutions for financial services


http://www.microsave.org/sites/default/files/research_papers/State_of_BCNM_Industry_in_India-The_Supply_Side_Story.pdf�

One Bank Is Already Showing Bank-led Models Can Work ... (1/2)

» Most successful e/m-banking systems continue to be MNO-led and thus payments/remittance

dominated.

» MicroSave is working with this bank (on products, agent network development, training &

monitoring, as well and marketing & communications) to change this ...

5.1

Transactions Trend Jan-11 to Feb-12
(in Millions)
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» Agency already
50% of branch
transactions ...

e And all are
additional
transactions

e >700,000 accounts
reactivated since
the introduction of
the agent-banking.

* Trend
continuing, in Q1
2012 alone, 211,528
accounts were
reactivated.
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= And savings balances are growing ....
= Even before e/m-banking tailored products are introduced ...
= The future:
* Products specifically designed for delivery through agents
» Self-service pre-scored credit or credit secured by recurring deposit savings balances
» Agents’ role in loan processing, insurance sales etc. increased
» Branch staff roles shifting from cash handlers to financial service advisers/agent managers
700,000 6,000
Transactions Count L=l T
600,000 s0310 A in Millions 4823
5,000
79,713 1056 &3
500,000 3,029 ] US$26
oo 3372 3,438 mi“ion
400,000 - E Deposits
g 3000 2597 J
300000 26408 P Withdrawals - 1,942 Withdrawals 2,604 2,583
248,875 -
200000 1835 Deposits have been
126,88 e 1000 | leading over
100,000 :n:u:iiif 131448 Withdrawals in a blg
29,918 \Wa
10!{534 LoUar T T T T T T T T T T 1
= 4 4 3 4 9 3 3 5 3 3 8 &
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MicroSave (India - Head
Office)

B-52, Mandir Marg,
Kapoorthala

Crossing, Mahanagar
Extension,
Lucknow-226006, UP, India.
Tel: +91-522-2335734

Fax: +91-522-4063773
info@MicroSave.net

MicroSave (India - Delhi
Office)

396, DDA Flats,

Sector 22, Dwarka,

New Delhi-110045, India.

Tel: +91-011-45108373

MicroSave (India - Hyderabad
Office)

23, Sai Enclave,

Road No. 12, Banjara Hills,
Hyderabad-500034, Andhra
Pradesh, India.

Tel: +91-40-23516140

MicroSave (Kenya Office)
Shelter Afrique House,
Mamlaka Road,

P.O. Box 76436, Yaya 00508,
Nairobi, Kenya.

Tel: +254-20-
2724801/2724806

Fax: +254-20-2720133
Mobile: +254-0733-713380
info@MicroSave.org

MicroSave (Uganda Office)

Regency Apartments
30 Lugogo By-Pass
P.O. Box 25803
Kampala, Uganda

Tel. +256 312 260 225

Mobile. +256 776 36
info@MicroSave.org

MicroSave (Manila Office)
Unit 402, Manila Luxury
Condominium,

Pearl Drive corner Gold
Loop,

Ortigas Center, Pasig City,
Metro Manila, Philippines.
Tel: +(632) 477-5740
Mobile: +63-917-597-7789
info@MicroSave.net
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