(CGAP

Agents at the Last Mile

Unlocking Rural CICO Agent
Networks for Financial Inclusion




Presenter Speakers

Chief Product & Growth Officer
Papersoft

- \ . Co-Founder& COO
Emilio Hernandez | . Chari
A

Senior Financial Specialist
CGAP

Amit Jain

Director& COO
FINO PayTech

(@ CGAP



Logistics

(@ CGAP

CAN FINANCIAL
SERVICES
SUPPORT
PLATFORM

WORK?

In times of crisis, our values matter more than ever.

This is an audio broadcast.
Attendee microphones will
remain muted during the entire
webinar session.

To ask questions during the
webinar, please use the chat
box on the right-hand side of
the Webex session. Please
submit your question at any
time during the webinar
presentation.

To ensure your question is seen
by the moderator, select “All
Participants” from the drop-
down menu when sending your
guestion.

The webinar recording will be
emailed to all attendees and
registrants.



Agenda

Agent Networks and CGAPs research on
Sustainable Development Agent Networks at The

Last Mile

03 Panel Discussion 04 Q&A

(@ CGAP



Adam Yussif, 2017 CGAP Photo Contest

DOCGAP



Low-income customers need CICO agents to do digital transactions
because most of their income is received in cash

In most emerging markets, cash use is growing along with DF S transactions.

Theshareof cashlesspaymentshasincreased...
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! Data prior to 2014 may have been subject to changes in reporting methodology. Therefore, data are shown only from 2014 onwards. Only
countries are included for which the Red Book statistics contain data about cashless payments. The AE and EMDE aggregates are unweighted
averages across countries. In this graph, advanced economies (AEs) include AU, BE, CA, CH, DE, ES, FR, GB, IT, JP, NL, SE and US; and emerging
market and developing ecanomies (EMDEs) include AR, BR, CN, ID, IN, KR, MX, SA, SG, TR and ZA. ? The average growth rate is calculated
using growth rates based on the value in local currencies, adjusted by CPl inflation. 3 The distinction between card and e-money payments
is not available for CA, CN, GB, MX, SA and ZA. For these countries, e-money payments might be included in card payments.

Source: BIS (2023). Digital payments make gains but cash remains.

... butthe useof cash does notdecline
Currency in circulation, as a % of GDP

With 60% of the
global workforce
employed in informal
economic sectors that
pay in cash, enabling
CICO agent networks
allows most low-
Income customersin
developing countries
to use DFS.
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https://www.bis.org/statistics/payment_stats/commentary2301.htm
https://www.bis.org/publ/work1055.htm
https://www.bis.org/publ/work1055.htm

However, there are persistent and
In CICO network coverage that leave most of
the world's financially underserved and excluded
people from financial services ecosystems.

@CGAP



(@ CGAP



CGAP’s 4-year journey to identify solutions to rural agents

Global principles for effective cash-in/ Typical regional market journeys Key country-level actions to
cash-out agent networks in rural areas for rural CICO agent networks unlock rural CICO agent networks
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https://www.cgap.org/topics/collections/cico-rural-agent-networks

Solutions at a glance: aggregation of services

Innovative business models by Agent Network Managers (ANMs), have transformed the agents’

business
From this:
SUPPLY DEMAND
o)
o B
FSPs Individuals
(looking for bill payment, P2P
fri/CQ . transfer, airtime top-up )
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K Agents
MNO Retailers
Neighbourhood
Retail Shops

The speed and diversity of service aggregation observed has
been greater among bank-led models in East and South Asia,
and Latin America relative to MNO-led models in Sub-

Saharan Africa.

Service aggregation through diverse agent profiles is key to
increase average transactions per customer, agent revenue, and

viability.
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To this:

SUPPLY

FMCG/Ecommerce

DEMAND

ﬁ
ndividuals
(looking for bill payment, P2P
transfer, airtime top-up.)
o

- iy

Pensioners, other
G2P beneficiaries

o
Traders (buying, selling
goods and non-financial

MNO Retailers

Neighbourhood Retail
Shops

Delivery Drivers

Warehouse Managers services)
Agribusinessretailers ﬁ
E-commerce agents m
Government offices Agri producers

Source: CGAP (2022). Agent Netw orks atthe L ast Mile: implications for Financial Service Providers


https://www.cgap.org/research/reading-deck/agent-networks-last-mile-implications-for-financial-service-providers




5 key actions that unlock rural agent networks and more effectively deliver the
benefits of DFS

DFS providers to build Regulators to getlower- DF_S providers ar_md
a vision for rural expansion tier know-your-agent (KYA) policymakers to find
by understanding the requirements right adequate investment

schemes fortraining rural
agents and building a rural
salesforce

business potential and
required investments

All stakeholders to capture the potential of women agents by solving skill and asset gaps and designing around gender
restrictive norms




G DFS providers to build a vision for rural expansion by
Lunderstanding the business potential and required investments

S

Main Barriers

* There are important differences in the needsand
preferences between rural agents and From branches to
customers, and their urban counterparts. agents: Bancolombia’s

* Providers often underestimate changes in their product journey towards serving
strategy and delivery channels necessary for last-mile the Last Mile
expansion.

* Unrealistic expectations lead to costly, unanticipated
investments and, in many cases, to the cancellation of the
initiatives.

Easy and Instant Loan

India Post Payments
Bank agents pave the
way for digital lending
inrural areas

Key Actions

DFS providers should conduct rural market assessments - of
customers and agents - to inform and validate the initial
business plan for a viable rural DFS expansion.




e Regulators to get lower-tier know-your-agent (KYA)
‘requirements right

Main Barriers
* Often, KYArequirements are based on due diligence and

documentation that typical urban agents can comply with. Brazil _ Simplified KYA
¢ When KYA requirements fail to incorporate the realities of rural G CO\Omb\a regulations that led
entrepreneurs, few will qualify to become agents despite not /73/7& to wider financial

inclusion

representing any increased risks - greatly limiting DFS
providers’ ability to go rural.

Key Actions

* Regulators should use a risk-based approach sensitive to
the realities of rural agents, while maintaining local markets’
risk at acceptable levels.

Empoweringrural
women in India to

* Regulators can also work with DFS providersto create b:comﬁ a.genr.sf. d
provisions and M&E compensating for risks that cannot be throug s.lmp ifie
reduced or eliminated. KYA requirements
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DFS providers and policymakers to plan adequate
{investments for training rural agents and building a salesforce

Main Barrier

* The most critical and costly activity relates to training
agents and developing a salesforce team.

e This is critical to building customer trust and rural
demandfor DFS.

* This often creates significant challenges for DFS providers
that can halt rural expansioninitiatives.

Key Action

* Given the high potential of rural agent networks for
financial inclusion, there is a strong case for public-private
collaboration to achieve this objective.

e The public sector can subsidize or co-investin these
activities to help providers cover initial training costsand
build demand to go rural.

(()CGAP

Rural Taobao, China's Public-Private
collaboration transformed agent networks
at the last mile

USING ECOMMERCE TO EMPOWER RURAL CHINA @ 573 O R

THE TAOBAO MODEL

India’s .
apaqty
Government- building

. Financial
support
sponsored Bank 9
Sakhis training ini
Post-training . Training
program SR




Recruitingand managing agents' costs increase significantly as
rural areas become more remote.

Providers commonly face challenges in finding their optimal rural .
agent outsourcing strategy and operationalizing it.

eExclusive eNon- *Non- eExclusive

The two most common reasons are being unable to make agents «Managed by exclusive exclusive «Managed by
viable and not finding the correct partner. e B B
S super

markets

Outsourcingto ANMsis a process that should not be rushed or
forced - DFS providers will find different models more fitting to
their strategy and customer base.

DFS providers must go through a learning curve to develop the
teams and adapt processes to expand rurally.

They should seek long-term partnerships with firms with a robust
local presence and where there is room for growth for both
businesses.
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eAII stakeholders to capture the potential of women agents by
{solving skill and asset gaps and designing around gender norms

v

Main Barriers
Women agents can perform equally or better than male agents when provided Exploring the Potential of Women Agents:
with adequate support. However, women agents tend to face gender-induced A Study of the Bank Sakhis in India
barriers that hinder their potential: ' - ' |
e Gaps in hard and soft skills and business acumen.

e Lack of working capital and assets.

e Restriction on time, mobility, and who they can interact with.

Key Actions

* DFS providers need to assess the benefits and costs of onboarding women
agents as part of the analysis of all the other Key Actions.

* Policymakers can subsidize women’s training to reduce pre-existing skills gaps

Percentage of Bank Sakhis vs. other agents, also known as Business
Correspondents (BCs), serving different customer segments

and help DFS providers to cover training costs. 1o
* Policymakers caninvest in programs that support women in dimensions l L l . .
where gender-restrictive norms put them at a disadvantage. .
* Regulation should identify and address gender regulatory constraints that

Male Female SHG Female Students Customers
customers customers non-SHG (<18 yrs) c stomers with disability

hinder women’s participation in CICO networks as customers and agents. customers et
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Thank you

To learn more, please visit cgap.org

Connect with us on these social channels:

f ¥ in



https://www.facebook.com/ConsultativeGroupToAssistThePoor
https://www.linkedin.com/company/cgap-world-bank-group/
https://twitter.com/CGAP
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