CASE IN POINT

SureCash.

Promoting financial inclusion
iNn Bangladesh.

The street scene of honking cycle rickshaws, jaywalking pedestrians
and precariously tilting buses in crowded Dhaka was an easy distraction.
It was December 2017 when Matteo Chiampo, an advisor to the Consultative
Group to Assist the Poor (CGAP),' was writing an advisory report on the
future growth strategy for SureCash, a mobile financial services (MFS)
company in Bangladesh. Brainstorming for questions, and not answers,
was something he had not tried before. Nevertheless, Chiampo tried to focus
on the questions he had on his mind—questions that he believed would give
novel and transformative insights on the way forward.

SureCash was founded in 2014 with the objective of providing a range
of mobile financial products to the unbanked population in Bangladesh,
and a long-term vision to become the premier ‘digital financial services’
provider in the country. The company tied up with local retail convenience
or ‘mudi dokan’ stores and mobile phone shops to deliver financial services
to its customers. The initial approach, focused more on mobile services,
was based on an agent banking structure. This meant providing limited
scale banking and financial services through engaged agents under an
agency agreement, rather than a teller/cashier system. SureCash was
thus the owner of an outlet which conducted banking transactions on behalf
of a bank, and to this end, it had co-branded with five banks, along with
establishing collaboration agreements with mobile network operators and

other partners.
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In early 2017, SureCash created history by transporting
the nation’s Primary Education Stipend Project (PESP) onto
its digital platform. In the process, it successfully opened
accounts for 10 million women in Bangladesh, and transferred
the stipend funds to their accounts. However, despite this
large deal, CEO Shahadat Khan was on the lookout for new
growth opportunities that could be created for his relatively
small company.

The MFS sector in Bangladesh was essentially an
oligopoly dominated by two large players: bKash, which held
more than half of the market share, followed by the

Dutch Bangla Bank Limited (DBBL), which owned about
one-sixth of the subscribers’ market share, at a distant
second. With advice from CGAP, Khan was considering
the kind of growth strategy a player like SureCash could

implement in such a market.

Homegrown technology

The SureCash software platform had been developed
internally, leveraging web-based technologies. As the
backend platform was built and controlled by the company,

customised development and modification took less time
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as compared to commercial platforms. The full software
development lifecycle, including testing and production
maintenance of service solutions, were all done in-house. Being
able to control its entire technology stack was a definite
advantage for SureCash. Other MFS providers in the country
had typically acquired platforms built by third-party foreign
companies, who were unlikely to understand the unique needs
of the local customer. The SureCash platform was designed
to be fast, real-time and reliable, and used the mobile phone as

the primary transaction interface.

OPENING AN ACCOUNT

Opening a SureCash account through one of its partners

was a simple process offered free to the customer. Customers

As the backend platform was built
and controlled by the company,
customised development and
modification took less time as
compared to commercial platformes.

THE IMPORTANCE OF FINANCIAL INCLUSION

decisions, can bring multiple benefits;

at the base of the pyramid.

educated and informed individuals.

shocks arising from sudden mishaps.

Financial inclusion enables the poor to step
out of poverty and thus alleviates inequality
in society. Access fo financial services not
only helps individuals and families, but also
collectively empowers entire communities
fo drive economic growth. Providing people
with the fools to manage and save their
money, and helping them build the skills
and knowledge to make the right financial

+ First, it can encourage individuals to build
savings habits. This, in turn, can motivate
them to start and grow businesses,
creating self-employment opportunities

+ Second, financial inclusion can motivate
the poor to educate their children, which
would help build a new generation of

+ Third, it improves the ability of the poor to
handle uncertainties that require ad hoc
and unexpected payments, or financial

+ Fourth, almost like a domino effect, financiall
inclusion in rural societies creates more
empowered communities by providing
access fo accounts, savings and payments
systems; it promotes investment within the
community, providing jobs and boosting
income levels.

Mobile financial services play an important
role in  promofing financial inclusion,
reducing poverty and achieving inclusive
growth. The primary benefit that MFS
providers have in increasing financial
inclusion is the scalability aspect. Since
MES require vast distribution networks, these
services can also provide employment and
entrepreneurship opportunities to fens of
thousands of low-income people in urban
and rural areas. In 2014, it was reported
that bKash in Bangladesh, for example,
had 30,000 agents af a time when M-PESA
had more than 40,000 in Kenya alone.?
The rate of replication of this model across
continents is what makes the involvement

of MFS providers so critical in financial
inclusion campaigns.?

Some of the major ways in which MFS
providers  promofe financial inclusion
include providing a safe means fo park
income during good times, supplementing
of incomes through remittances, and
access to insurance. MFS services can
also help increase financial security by
reducing customers’ over-reliance on cash.
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Storing wealth in an MFS account helps
reduce the risks that arise from cash
handling, like accidental loss, theft, or fraud.
Mobile money also makes it easier for
people to transact goods and services,
thus facilitating tfrade. In Tanzania for
example, 20 percent of mobile money
users are using MFS services for business,
primarily for tfransactions between the
supplier and the retailer.
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MFS TRANSACTION
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could go to any agent outlet in the country with their
mobile phone (the mobile operator needed to be a partner
of the company), proof of identity, and a photograph, and
complete a form. Once the forms were completed and
verified, the customer would receive a confirmation SMS
that the account had been opened. Thereafter, they could
avail of a range of services including cash-in, cash-out, cash
transfers between individuals (P2P), cash transfers from
business/organisations to individuals (B2P), bill payments,

merchant payments, mobile top-ups, and collections.

MFS TRANSACTION

A typical MFS transaction request from a SureCash customer
is placed over Unstructured Supplementary Service Data
(USSD) through a menu-driven user interface on the
customer’s mobile phone. Once the customer initiates the
transaction request, the base transceiver station (BTS) of the
mobile network operator (MNO) would forward the request
message to the USSD gateway. The USSD browser at the
MNO would then send this message to the SureCash platform,

which would parse the transaction and apply the appropriate

business logic for the product, complete the required entries,
and send an appropriate response to the transaction initiator
over the USSD channel and a transaction completion message

over an SMS channel to both parties involved in the transaction.

OVER-THE-COUNTER TRANSACTION

For over-the-counter (OTC) wallet-to-wallet remittance,
customers had to visit an agent outlet to execute the
transaction. They handed over the amount to transfer in
cash to the agent, and indicated the recipient’s account
number. The agent then performed the transaction on
his/her mobile or electronic device. The platform would
require a PIN confirmation to ensure security, thereafter,
the agent’s wallet was debited, and the recipient’s wallet
was credited, after deducting the transaction fee. This
transaction flow for wallet-to-wallet remittance was the

most frequent transaction performed by MFS customers.

The MFS market in Bangladesh
MFES in Bangladesh had been established as part of the

government’s regulatory reforms, which allowed financial

service providers to operate in the
country in partnership with a locally-
registered bank. These reforms were
introduced in carly 2011, following
which DBBL and bKash entered the
market almost immediately.

The market conditions at the time
had worked to the advantage of the
two first movers. Margins on reselling
airtime had fallen dramatically in 2012.
So when these MFS players entered
the market, the mobile airtime reseller
outlets jumped at the opportunity of
becoming MFS agents, as it provided
them some extra revenue from agency
fees and also increased customer traffic
to their outlets. As a result, the agent
network for bKash, which had been
launched in partnership with BRAC
bank (a private commercial bank in
Bangladesh that focused on small and
medium enterprises) surged. Within
the first two years of operation, bKash

was able to gain a significant market

share, and by 2015, it had become the
clear market leader, with 58 percent
share of Bangladesh’s MFS market.
By October 2016, it strengthened its
position to account for 89 percent of the
total MFS transactions in Bangladesh,
with DBBL accounting for another
10 percent, and the balance one percent
transactions executed by other MFS
operators. In terms of transaction value
too, bKash was the clear frontrunner,
accounting for more than 75 percent of
the amount transacted.

Having one or two large dominant
players in the market had several
drawbacks for smaller MFS players,
including bleaker possibilities for
building large agent networks, less
control on transaction fees, and a
challenge for brand management. This
was in addition to the risks faced by
all MFS operators, which included
local agents allowing registration of

fake accounts without ensuring proper

verification, or then daily operational
challenges related to interoperability,
where interoperability is defined as “the
possibility to transfer money between
customer accounts at different mobile
money schemes, and between accounts
at mobile money schemes and accounts

at banks™.

Tackling an

oligopolistic market

Rather than competing directly with its
competitors, SureCash had chosen to
adopt the path of differentiation to make
its mark on Bangladesh’s MFS market. In
2014, the company had started working
with educational institutions to facilitate
the collection of tuition fees, and decided
to pursue this path. Most educational
institutions in the country were at
the time still maintaining piles of
physical ledger books to keep track

of student fees and payments—which was

proving to be increasingly inconvenient.

Rather than competing directly with its
competitors, SureCash had chosen o
adopt the path of differentiation to make
its mark on Bangladesh’s MFS market.
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With the adoption of the SureCash
digital mobile payment system, the
student fee collection process became
simpler and more efficient with
convenient report generation, tracking
and reminders. Some institutions had
further customised the automated
platform and added solution features

to roll out vaccination service initiatives,

fingerprint technology for hostel
students, and library automation.
By 2016, more than 200 educational
institutions collected semester and
monthly tuition fees using the SureCash
educational fee collection platform.

At the same time, SureCash also
began promoting its platform to

organisations for salary disbursements.

Organisations like Grameen Bank
(a microfinance organisation and
community development bank founded
in Bangladesh), Grameen Trust,
Integrated Development Foundation,
and FoodPanda started disbursing
salaries, transport allowances and vendor
payments using SureCash’s platform.

Some rural banks also began venturing
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IMPLEMENTATION OF THE PRIMARY STIPEND EDUCATION PROJECT
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As both bKash and DBBL were largely focused

on P2P transfers, provision of other mobile financial
services for disadvantaged women constituted a
niche market with a low degree of competition.

into disbursing loans and collecting payments using SureCash. In 2016,
Grameen Bank signed a memorandum of understanding to use the company’s
mobile payment platform for its operations. Through this partnership,
Grameen Bank members were able to use SureCash mobile banking to
receive loans and make instalment payments using their mobile phones. This
proved to be a great opportunity to introduce the benefits of MFS to around
8.8 million Grameen Bank members covering 97 percent of villages in Bangladesh.
Later that year, some other government agencies, such as the Water Supply and
Sewage Authorities and Bangladesh West Zone Power Distribution Boards, began
partnering with SureCash to collect utility bill payments from their consumers.

In 2017, the company collaborated with Rupali Bank to take over the massive
task of digitisation of the government-led PESP. SureCash took on the responsibility
of disbursing education stipends to mothers of 13 million students, and opened
one mobile banking account for each mother so that they could receive the stipends
directly into their accounts/mobile wallets. Once received, they could withdraw the
stipend money from any Rupali Bank SureCash agent outlet, use it to make payments,
or save it for the future.

As cach mother listed in the programme had a bank account opened in
their name, this also helped expedite financial inclusion of women and build
women empowerment. Additionally, SureCash collaborated with Teletalk,
whereby the state-owned telecom provider distributed a free SIM card to the

stipend recipients.

NICHE MARKET STRATEGY
SureCash was thus able to leverage a niche market strategy to its business
advantage. A successful niche market strategy should ideally encompass all
three of the following factors: the existence of sufficient market demand in the
niche today, a low degree of competition in the niche, and a high income potential
in the niche.®

In Bangladesh, women had far less access to financial services as compared
to men. In 2017, 36 percent of women and 65 percent of men had mobile
financial accounts, and mobile phone penetration was 47 percent for women
compared to 76 percent for men.” Hence, there was substantial market
potential for innovative services for this niche segment. Second, as both bKash
and DBBL were largely focused on P2P transfers, provision of other mobile
financial services for disadvantaged women constituted a niche market with a low
degree of competition. Third, given the population density of Bangladesh
(among the highest in the world), there was a huge pent-up demand that

SurcCash was able tap into.



58

The road ahead

SureCash was able to target women and effectively implement
a strategy to operate in an oligopolistic market, and its
launch of the Rupali Bank SureCash PESP disbursement
service has helped it find a niche in a large market. But
digital disruption has begun to change the scope of
markets across geographies. For instance, while smartphone
penetration within rural Bangladesh was still low, in
neighbouring India, smartphones had quickly gained
popularity over basic mobile phones even within the poorer
sections of society. The entry of smartphones into the
MFS market meant a host of new service possibilities for
mobile banking users. What remained to be scen was
whether SureCash could continue to drive growth by
partnering with other government initiatives such as PESP.
And as and when the rural population of Bangladesh begins
to adopt the smartphone, could the company tap on this
opportunity to establish itself as the front-runner of

emerging technology solutions in the MFS market?
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