@ CGAP

Advancing financial access for the world’s poor

Information Systems Program

- a joint initiative of CGAP and the EU/ACP Microfin  ance Programme -

February 19, 2009




CGAP iIs...

-An independent policy and research center dedicated
to advancing financial access for the world's poor

-Supported by over 30 development agencies and
private foundations who share a common mission to
alleviate poverty.

-Housed at the World Bank, CGAP provides market
intelligence, promotes standards, develops innovative
solutions and offers advisory services to governments,
microfinance providers, donors, and investors.

(@ CGAP



CGAP: Our Work
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Technology Program — Branchless Banking

Today:

« 10 current projects with aggregate budget of $10 million +
* 5 Focus Notes on key questions

» Atop-ranking m-banking blog

Project Locations Focus Notes:

« Banking through networks of retail agents
The early experience with branchless banking

Being able to make (small) deposits and
payments anywhere

North Europe

Jordan

o Africa F’ak‘a %i"pf““‘-‘s « Banking on mobiles; why, how, for whom?
= Ke . . .
------------- = Eaﬁ?"@'a;------------ dves. . e Regulating transformational branchless banking
s wiNgs N G A « The role of mobile operators

South Africa
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Technology Program — Information Systems

Many MFIs struggle with their IS due to:

* Gaps in information and capacity needed to
make informed technology investment
decisions

 Technology and operating processes not
aligned

1. Software Listings and Reviews
» Profiles of 70+ products available at www.cgap.org/softwarelistings
« 25 product reviews planned for 2009

2. 1S Fund
» Co-funding to MFlIs for hiring consultants to help make technology
decisions or manage a technology project

3. Research new models
« Explore innovative approaches to improving the efficiency and scalability of
MFI information systems
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The IS Fund

* Project preparation * Reporting improvement
ACt'\é't'gs * Needs assessment » Optimization
Funde « Software selection * Project management

» Applications accepted on an ongoing basis

» Select from our list of 70+ registered consultants

 CGAP pays 60% up to US$ 25,000 over 2 rounds
 Eligibility criteria (2 of the following):
—3,000 clients

—USD 300,000 loan portfolio
—2 year minimum operating history

How it Works

e Total of US$1.2 million committed to 109 MFIs
To date... .
e 79 projects completed
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Challenges faced by MFIs

Local Vendor

Management




Outsourcing Opportunity

* What if MFIs outsourced their back-end processing or
other technology functions?

« Small banks in the US and Europe have been doing this
for decades and have seen reduced infrastructure, staff,
and maintenance costs

* 70% increase in spending on outsourcing in the US in
2008, rise of cloud computing, SaaS

« Examples:
» Shared services (i.e. RTC in Ecuador)
 Application service provider (i.e. Salesforce.com)

e Multi-tenant processing hub (i.e. IBM processing hub)
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Outsourcing Opportunity

» Allows MFI to focus on what it does best —
servicing clients

» Access to improved quality software with
additional functionality and delivery channels

* Ability to scale as the MFI grows

» Ease reporting to regulators and credit
bureaus

* More timely and accurate data for risk, cash,
and fraud management

 Better financial and operational reports = more
informed decisions

* Enhanced transparancy may improve access
to funding
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e Limited access to electricity and internet pose a
challenge to this model

« Will it really reduce costs? Need to consider cost vs.
benefit of additional functionality, less headaches,
competitive differentiation

e Some standardization of operating processes may be
required

* Openness to remote data storage and processing

* Potential regulatory constraints
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Electricity in Branch with Least Electricity
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Going forward

e Many initiatives underway

e Need better understanding of
business models

ldentify conditions for success
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