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CGAP

CGAP is an independent policy and research center dedicated to
advancing financial access for the world's poor. It is 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.

More at http://www.coap.ord.
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http://www.cgap.org/

CGAP Technology Program

14 projects in 10 countries, 13 policy diagnostics
* Research, policy, advisory and grant funding
» Learning and knowledge sharing

» Co-funded by the Bill & Melinda Gates Foundation, CGAP
and the UK Department for International Development

* Find us online at http://www.cgap.org/technology

'“‘f‘—!

What we do

*Demonstrate innovation and scale in branchless banking projects resulting from CGAP’s
technical assistance and/or grant funding.

sImprove broad industry knowledge and practice in the areas of customers, agents, business
models and regulatory frameworks.

*Harness existing government payments and remittance flows to provide banking services to
large numbers of unbanked people.

*Help policymakers develop regulations that support effective use of mobile technologies for
financial inclusion.
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Most services struggling with volume needed for payment-led business

case. 1in 15 services launched since 2007 have >250,000 active users.
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banking >1 million registered launched post 2007 implementations with
iImplementations users >200k active users

Sources: CGAP & Coffey International, data as of Q1 2011
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Few services offer novel solutions beyond a basic liquid

wallet with P2P functionality
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banking products beyond
implementations liquid wallet + P2P

Sources: CGAP & Coffey International, data as of Q1 2011

(CGAP 7



Same kind of basic transactional account hasn’t gained

traction elsewhere with mass-market clients.

India South Africa

No Frills Accounts (NFAs) opened
April 2007 to May 2009

100% -
10.8 mil
50% -
2.8 mil
11%
0% - T .
Dormant NFAs Operational NFAs
B . . . - Source: Bankable Frontier Associates, “South African
Source: Kochhar, Sameer, “Speeding Financial Inclusion”, Financial Diaries and the Mzansi Initiative: Five Years
Skoch Foundation, 2009 Later,” report commissioned by FinMark Trust, 2010
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Growing number of markets where P2P has not been the “killer app”, in
part because magnitude of need for “send money home” is not as high as
Kenya or the need is already served

Magnitude
of need

Low Extent to which High
((Z)CGAP need is unmet 9



GHANA Example 1 of 2. P2P hasn’t been the killer app for

mobile money as magnitude of need isn’t same as Kenya

High

Magnitude
of need

Low

Extent to which
need is unmet

(CGAP

For a P2P focused mobile money service to find
success, it must help manage customer’s finances in
a way that really matters to them — the magnitude
of need for the service is high. Money can be
deeply embedded in our sense of who we are:
paying for a stick of chewing gum is less meaningful
than paying our child’s school fees. In Kenya, a
resident of Nairobi might have lived there for 25
years, but when asked will very likely say they are
from a certain rural district. Emotional ties back to
the shamba (family farm) are unusually strong, and
Kenyans lubricate these rural-urban relationships by
frequently sending money.

Ghana is different. More families move to the city
together rather than wives and children staying
behind. Local researchers report migrants quickly
make the attitudinal shift to becoming “from Accra”.
While Ghanaians may send some money, money
transfer might not mean as much to them. In the
figure at left, money transfer in Ghana ranks lower
on “magnitude of need” than for the average
Kenyan. This might help explain why three mobile
money services launched in Ghana have not yet
gained major traction, even with not inconsiderable
spend on marketing and thousands of agents.
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PHILIPPINES Example 2 of 2. Though magnitude of need

IS high, space already occupied by competitive services

Valuable services not only meet a deeply-felt need,
they tackle a poorly met need. The Philippines
provides an illustrative example. More than 10 million
Filipinos send home USD 21 bil annually from
overseas work. It is common for fathers and mothers
to leave their children behind in the Philippines,
sometimes for years. In short, the money they send
home is a major part of showing they are “good
parents”.

High

Magnitude
of need

Although both major telcos in the Philippines have
had mobile money services for nearly a decade,
neither has gained massive traction with remitters or
receivers. Well-entrenched international and Filipino
money transfer companies already offer reasonably
affordable, trusted, and widely distributed services.
In short, money transfer means a lot to many
Filipinos, but the need is already reasonably
well-served.

Low

Extent to which
need is unmet
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To attain necessary scale, providers should look to broaden range

of products beyond the typical liquid wallet with P2P functionality.

— Ample data show the poor are very active money managers (cf.
Financial diaries) who use a range of financial instruments.

— Yet most branchless banking services only help clients move
money over distance (money transfer, bill pay, G2P). Clients also
want products that move money over time (i.e. pay in money
now and receive later, or the converse; savings, insurance, credit).

— Growing number of examples where low-income clients are doing
the innovation themselves by using existing payment products
to meet other needs:

* In Kenya, 75% of clients store funds in their M-PESA wallet and 21% say M-
PESA is their most important saving instrument;

 In Kibera, Nairobi, one-fifth of unbanked clients use M-PESA to save up to a
week’s worth of wages in their electronic wallet

 In the Philippines, one in 10 unbanked mobile money clients already stores
an average of US$31 in his or her mobile wallet, equivalent to one-quarter of
their household savings.

((Z)CGAP Cf. Getting Beyond Payments, Mark Pickens, CGAP Technology Blog, November 2011. 12


http://www.portfoliosofthepoor.com/
http://technology.cgap.org/2010/11/11/getting-beyond-payments/
http://technology.cgap.org/2010/11/11/getting-beyond-payments/

Some product innovation is happening
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But we often see less product “innovation” than incremental

“adaptation” of existing products, particularly from larger firms

15 -
10 -
5 .
z 2 |
O I T T
Financial institutions Institutions that Institutions that built
tied-up with M-PESA as designed new products their business model
of April 2011 available on the M- around M-PESA
PESA platform

Source: Sadana et al. “Innovation and Adaptation on the M-PESA Rails.” in E/M
Banking Vol. Illl, MicroSave, (2011).
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Formal products are not inherently better; they must out-

perform informal instruments poor people already use

To compete with the informal:

Using fully loaded costs (including transaction costs,

q 1ol time and risk), informal instruments cost about 50%

Be dramatically less than formal services or MFIs. In Bangladesh,
cheaper informal products are 80% cheaper, in India they are

49% cheaper and in South Africa they are 73% cheaper.

. 6% of low-income users lost an average of $145 in the
Overcome perception past decade: there was less money in the account than
of formal products expected (due to monthly charges). Risk is more
as risky perceived than actual -the industry needs to improve
consumer awareness of rules and fees.

An example of where formal could beat informal may be
around long-term/commitment/illiquid savings. In that

e Find new financial
service needs to out- context, the underlying value industry would be selling is

“discipline” (helping people resist temptation and

perform the informal . .
achieve their goals).

Sources: CGAP, BFA
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What do we mean by innovation?




Innovation, for CGAP, is contained within a boundary of 4

factors, and requires attention in 3 areas.

Financial
services

Technology

Viability

Feasibility Desirability

Emerging Low income
markets unbanked

(‘Z)CGAP Adapted from IDEO HCD Toolkit 18




Example of M-PESA

35% contribution to
Safaricom’s revenue
growth in 2010

Viability

Mobile network
penetration takeoff
18% in 2006
70% in 2011

= DGSlrablllty From |Oan

repayment to
domestic
remittances

Q)CGAP Adapted from IDEO HCD Toolkit 19



We looked at product innovation in fields selling financial

services, to our kinds of consumers, over electronic channels

Financial services

Banking

Silicon

Valley Microfinance

Channel
Low income

users
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Studied 23 firms’ approach to consumer insight and

product design to avoid re-inventing the wheel

Credit Scoring ) Innovation Lab
(Experian) (Standard Chartered)

/

p
Online Labs c Re:[seaéch ’ Branch prototype
(Wells Fargo) enter (Ban (Citibank)

of America)

\ |

Wealth management Financial Diaries
Design Thinking : for the poor (BFA, MFOpps)
(IDEO, Frog, Jump) Banking (KGFS)

/ RCTs
Experimental Labs o FOCUS Groups (IPA)
(Google) Silicon (MicroSave)
Valley

Gamification
(Bunchball)

Microfinance

Behaworal
Economlcs
Surveys (Ideas42)
(Synovate)

[

Open
Innovation

(P&G)
Consumer
Immersion
Q)CGAP [ (P&G) ] 21




We started applying different filters

Innovation Lab
(Standard Chartered)

Only one product { online Labs ] CReseazéch ) { Branch prototype
enter (Ban (Citibank)
(Wells Fargo) of America)
Not for Design Thinking
our clients (IDEO)

Experimental Labs
(Google)

Different kind of
project

Consumer
_ Immersion
Not a product design tool (P&G)
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Direct user observation and rapid prototyping connected

most of the success stories
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Categorization of banking innovation approaches

Consumer-facing labs for idea collection, feedback and
beta testing (either online or in a flagship branch)

* Online: Bankinter Labs / Wells Fargo Labs
« Offline: The Umpqua Bank Innovation Lab / Citibank's Innovation Lab

— ) Internal forum for knowledge sharing and idea
| generation amongst employees

* BBVA Plant 29

Employees Consumers

» Bank of America / MIT Center for Future Banking
 Standard Chartered Bank / Singapore Management University (SMU) iLab

Experts
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e (...) prototypes, in a fast and agile manner”.
<) | * Standard Chartered China Innovation Lab (currently being created)

G 5 . ] ' Incubator to “conceptualize, design, develop and test
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1. Insights from consumers (branch prototype)

1. Citibank's Innovation Lab

This is not much about the financial products themselves as it is about the user experience inside a bank branch, both
related to the environment (flow management, teller area, etc.) and application-centric (platform automation, check
imaging, ATM, etc.).

The lab has developed multifunctional ATMs and interactive Media walls supposed to attract younger, more tech-savvy
customers and transform banks into a destination (designed by Eight Inc., the same company that designs Apple stores).

. Innovation Lab’s features and slideshow
. The story behind the creation of the first Citi innovation lab in Japan
. Videos: One of Japan’s branch prototypes // Opening of the Innovation Lab in NYC

2. Umpqua Bank Innovation Lab

Very similar to Citibank's lab, although it's been launched earlier. Customers are able to book a visit to the branch which
includes a 25-foot interactive touch screen, merchandise on display for purchase, customized computer stations, a
collaborative workspace, free cappuccinos, community events (screenings, seminars, Wii bowling nights...), etc.

. “We're still a pretty small bank. It comes down to, we're going to try stuff, we're going to be different, we're going to
try to lead within the industry and see how it goes.” (Source)

. After the first branches in Portland, OR (video), Umpgua expanded its concept to Seattle, WA
. The lab had a website (it doesn't seem to be working anymore)

3. Other banks: Retail store vs. Innovation lab?

The concept seems to have appealed to many other banks, even though it looks more limited to the “techy retail store”
idea rather than a space to try out new branch features: BNP Paribas (France), Deutsche Bank’s Q110 (Germany), Jyske
Bank (Denmark), Royal Bank of Canada (Canada), and many more...

. Interesting article about the evolution of branch design: “Tomorrow’s branch: Designing Better Relationships”
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http://www.eightinc.com/?pageid=342
http://www.foxnews.com/scitech/2010/06/30/future-banking-citibank-innovation-lab/
http://www.americanbanker.com/btn/23_8/citis-japanese-revolution-1023326-1.html
http://www.americanbanker.com/btn/23_8/citis-japanese-revolution-1023326-1.html
http://www.americanbanker.com/btn/23_8/citis-japanese-revolution-1023326-1.html
http://www.youtube.com/watch?v=OHV3-qNcPYo
http://www.youtube.com/watch?v=B-uhRZVciFM
http://www.banktech.com/channels/showArticle.jhtml?articleID=222600986
http://www.youtube.com/watch?v=zmVDR6k8LTY
http://thefinancialbrand.com/16492/umpqua-bank-evolves-branch-design-concept/
http://www.umpqualab.com/
http://thefinancialbrand.com/17272/bnp-paribas-paris-concept-store-innovation-prototype-branch/
http://thefinancialbrand.com/3011/deutsche-bank-branch/
http://thefinancialbrand.com/2893/jyske-bank-branch/
http://thefinancialbrand.com/2893/jyske-bank-branch/
http://banknerd.ca/2010/11/11/rbc-unveils-new-branch/
http://www.ehs-design.com/download/publications/110101_ABA Bank Marketing.pdf

1. Insights from consumers (website)

1. Bankinter Labs

Bankinter created in Novembre 2009 a site where they share their latest projects / ideas and enable their customers to
provide their input (voting for their favorites, commenting, suggesting new ideas, etc.).

According to the Labs blog, not only does the bank provide ideas to be evaluated and improved by the users, but they also
added the ability for users to submit their own ideas, coupled with a reputation system where their most active participants

earn points that can be redeemed for prizes.

To take one example, they launched a restaurant recommendation website, Perdidos en la Gran Ciudad, using aggregated
customer payment data to assess their popularity (a year before Bundle presented this service as a premiere!). They even

opened access to their API and data to developers to find new uses.

. Bankinter Labs website // List of their ongoing projects (in Spanish)

2. First Direct Lab (First Direct is a telephone and internet-based retail bank in the UK, and a division of HSBC)

Similar to Bankinter, a website to view and test new ideas before they're released. The site was recently launched in August
2011, but they’re currently discussing the following topics: QR codes, redesign of its homepages (prospect + client + Lab)
and a Compare Mortgages App.

. First Direct Lab website // Ongoing live tests

3. Wells Fargo Labs

Similar to Bankinter and First Direct, a website to test the latest ideas and technologies (including a separate website
focusing on retirement plans). Some examples include a customized credit card design studio, an iPhone app, vSafe
accounts, and Rapid Alert text messaging. They even ask users to comment on their latest commercials.

. Wells Fargo Labs website // Wells Fargo Retirement Labs website

4. Citi Innovation Loop

Similar to the previous websites, Innovation Loop provides user with recently launched services and asks for their feedback.
These services include Citi Mobile apps, Citi Payment Tag (via MasterCard Paypass) and Citi Specials (merchant offers).

. Citi Innovation Loop website
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https://labs.bankinter.com/blogs/bankinterlabs/archive/2011/06/17/bankinter-labs-se-reinventa.aspx
https://labs.bankinter.com/forums/23.aspx
http://www.americanbanker.com/issues/175_226/bundles-restaurant-ratings-1029020-1.html
https://labs.bankinter.com/blogs/projects/archive/2010/08/25/buscamos-utilidades-a-los-datos.aspx
https://labs.bankinter.com/blogs/projects/archive/2010/08/25/buscamos-utilidades-a-los-datos.aspx
https://labs.bankinter.com/blogs/projects/archive/2010/08/25/buscamos-utilidades-a-los-datos.aspx
//localhost/ttps/::labs.bankinter.com:about:default.aspx
https://labs.bankinter.com/blogs/projects/
http://www.lab.firstdirect.com/
http://www.lab.firstdirect.com/live-tests
https://labs.wellsfargo.com/
https://www.wellsfargo.com/com/labs/retirement
https://www.wellsfargo.com/com/labs/retirement
https://www.wellsfargo.com/com/labs/retirement
https://communities.citi.com/community/innovation
https://communities.citi.com/community/innovation

1. Insights from consumers (website) (continued)

5. First Independent Bank of Nevada - From Woe to Whoa

Website trying to collect as many ideas as possible “for locals to keep their money local’. “Woe as in “bummer” to “whoa”
as in great idea. This is where you come in. We need ideas. Lots of them. Yours. Your friends. Your mom. Everyone’s
welcome to submit. Then, let the voting begin. If it’'s a good one, we hope the rest of Northern Nevada will run with it and
get this economy running at top gear.”

. From Woe to Whoa website

6. Fidelity Labs

Their website includes widgets to see the latest market updates on iGoogle, Vista or your iPhone, podcasts and interviews
with Fidelity managers and other animated movies meant for financial education. The only service they seem to have
tested out and graduated are their text alerts...

. First Direct Lab website // Fidelity.com BETA

7. Other international banks
| came across some other examples that | couldn’t discover further given the language limitation...

. Bank Leumi Labs (Israel)
. Alpha Bank Idea (Russia)
. Avanza Bank Labs (Sweden)

8. Other online labs: What happened?

American Express (Amex Labs), Cofidis (France), Banco Sabadell (Spain), Nykredit (Denmark) also had similar websites,
but they don’t seem to be working anymore... Some of Amex Labs prototypes, including My Wishlist and Members Know
(no longer available), as well as Car Concierge (survived!).

NB: I've only collected here the banks that had proper websites for these labs. Many more examples include banks that
preferred to leverage external social media channels (e.g. Danske Bank with their [debank Facebook page)
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http://www.fromwoetowhoa.com/
http://www.lab.firstdirect.com/
http://personal.fidelity.com/misc/buffers/labs/index.shtml
http://personal.fidelity.com/misc/buffers/labs/index.shtml
http://personal.fidelity.com/misc/buffers/labs/index.shtml
http://labs.leumi.co.il/
http://idea.alfabank.ru/
https://labs.avanzabank.se/
https://labs.avanzabank.se/
https://labs.avanzabank.se/
https://www.americanexpress.com/amexlabs/
http://www.lelabcofidis.fr/
http://bslabs.typepad.com/labs/
http://weblog.nykredit.dk/taenknyt/
http://www.behance.net/gallery/american-express-labs/1376989
http://search.americanexpress.com/app/answers/display/a_id/1250
https://home.americanexpress.com/home/membersknow.html
http://qwww213.americanexpress.com/amexlabs/misc/index.html
http://www.facebook.com/danskebank?sk=app_177360692283592

2. Insights from employees

BBVA Planta 29 - Blogosfera BBVA

An internal project designed to nurture innovation within the bank, named
after the top floor of BBVA’'s headquarters in Madrid. One of Planta 29's
multiple initiatives is Blogosfera BBVA a collective blogging environment
involving all employees of the bank (more than 110,000 employees in 35
countries) and designed to encourage proactivity, knowledge sharing and
idea generation.

The initial beta test counted with the participation of 42 people, of which 27
were executives of the bank, including the Director of Corporate Culture.

In June 2009, Blogosfera had 281 total blogs including personal, department
blogs and thematic blogs. The activity of the community was at good shape
with 3,962 active users, which represented a 3.6 % of their total staff. Most
of users of Blogosfera at that time were in Spain, which represented almost
half of the total staff at the bank. In April 2009, the bank had started the
promotion of Blogosfera in Mexico, its second largest internal customer in
size with 20,000 employees working in bank branches.

 Blogosfera BBVA
« Planta 29 website (in Spanish)

(CGAP 29




3. Insights from experts

1. Bank of America / MIT Center for Future Banking

| am not sure this still exists (their website and their blog are not functioning), the
center was set up to explore how emerging technologies and insights into human
behavior can transform customers' experiences and elevate the role of the bank

in their financial lives.

« Research on Proverbial Wallets
 Blog post from someone who visited the Center in Boston

2. Standard Chartered Bank / Singapore Management University (SMU) iLab

Created to conduct research and development in business and financial
products, services and technology for the Bank's global network. SMU students
get access to real-life business challenges and data from the bank, and compete
in order to win one of the Awards offered by the iLab based on the projects
they’'ve completed (which include: Multi-touch applications using Microsoft
Surface technology, iPhone application for social promotions, iPhone Augmented
Reality prototype, Database and Web Application Management, etc.).

« iLab’s website 1 //iLab’s website 2 (Flash)
(CGAP 30



http://cfb.media.mit.edu/
http://message.bankofamerica.com/futurebanking/
http://eco.media.mit.edu/static/proverbialwallets/index.html
http://www.netbanker.com/2009/02/visiting_the_center_for_future_banking.html
http://www.smu.edu.sg/centres/ilab/menu/index.asp
http://www.smu.edu.sg/centres/ilab/scientist/scb.html
http://www.smu.edu.sg/centres/ilab/scientist/scb.html
http://www.smu.edu.sg/centres/ilab/scientist/scb.html

4. Incubator?

Standard Chartered China Innovation Lab

StanChart is currently setting up an Innovation Lab based in China,
aiming at creating an “innovative mobile banking technology for the
global market”. They've posted an internship position to build the
team that will be part of the lab. Their workstream is to
“conceptualize, design, develop and test mobile application
prototypes, in a fast and agile manner” .

 Blog post on the lab’s first workshop
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http://www.starnoxgroup.com/scb-innovation-lab-internship.html
http://www.starnoxgroup.com/scb-innovation-lab-internship.html
http://blog.breezeliving.com/en/2011/06/standard-chartered-china-geeks-diary-of-an-innovation-lab-workshop/
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The KGFS approach to households and finance

«  Number of clients: 130,000

« Launched in 2008

» b5-step product development approach

Idea from the |
ground :

Market .
research

Further .
Roll-out

Operational
__ “launch” _

(CGAP

Cb. 89\. GI.nLl. GTerD.

Wealth managers encouraged to suggest ideas;

Interviewing clients waiting at branch;

Branch managers go and live w/ families;

Ideas bubble up to product managers at each geographic area, then to a products
team at IFMR trust that meets regularly to vet ideas for further investigation.

A product team is then created (cross-competency: IT, banking, research).

On 3 levels: (1) Survey, (2) Secondary data —e.g. census, (3) Qualitative research.
Product brainstorming committee uses research to come up with ideas for prototype.
End result of all this is a concept note: competitive analysis, operational review.

Product approval committee approves the pilot;
Usually do 2-3 pilots in different locations.

After pilot, PAC approves a second time for further roll-out, includes people with
experience in tech, traditional banking, rural banking, research.

KGFS goes out to find existing product providers to adapt their product to KGFS
client needs.
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A product design story from Malawi (part 1 of 5)

he agrlcultural sector employs '

87% of the Iab(?ur force

Opportunlty International
Bank of MaIaW|

Intemational

Opportunity
Bank of Mafawi

One of the widest coverage in the
country
+ 200.000 clients (2008)

P2 RAERN

+100,000 .

Malawi
Kwacha

+50,000 |

Typical Annual
Cash Flow for

Jan

Income

Jul

Feb Oct

_J \

Mar Jun Aug Sep

J

34

a farmer 0
Highly dependent on
farm income .50,000 |
Balance
-100,000 .
Nov Dec
@CGAP —
Planting

Y

Y
Hungry season Harvest



A product design story from Malawi (part 2 of 5)

EXisting “Accidental” First product
latent need Initial push iteration

'\ N AN

The problem was Weather-indexed First product targeted
how to make that insurance team were a small group of
product commercially looking for a way to peanut farmers.
viable. test their product. It was a failure.
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After multiples iterations, it proved to be successful...

(part 3 of 5)

Flow of funds Buyers Farmers clubs
to farmers

First iteration

Following iterations
=>» 2/3 years to make it sustainable

Other farmer clubs
(tobacco, corn, etc.)

Year 1 Financ_ial
< 100 loans education Weather-
+ indexed
Year 2 Loan iInsurance
1,000 Mandatory
presence of Difference
Year 3 women between cash
4,000/ 5,000 crop and food
Year 4 — crop
10,000 loans Guaranteed Loan Builds trust
market repayment in the community
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... And lead to the design of a commitment savings product

(part 4 of 5)

Observing Observation 1

Year 1 consumer Farmers spend the harvest money too fast / don’t save
behaviors

Solution 1
Year 2 Training farmers on

budgeting, with a

focus on savings

Observation 2
Even with the best intentions,
(a) temptation and (b) social
pressure are too important

Year 3

Solution 2
H IIN EEN EEN NN BNN DNN NN BNN BEE BNN BNN BEN BBN BBN BEN BNN BNE BN BNN EEE CommitmentsaVingS pI’OdUCt

Launched in year 3 + 5 months
Year 4

Product design process
Easy to conceptualize: ‘lock away the money’

OIBM used the existing budgeting training forms to adapt
the product to the farmers’ needs

Q)CGAP Farmers specify amount + date 37




Lessons learned in OIBM (part 5 of 5)

Importance of fast and Importance of observing
rapid iterations your user behaviors
Importance of engaging Importance of brand reputation
the right partners and long-term commitment

(O CGAP 38
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Mixing different innovation approaches

Open
Innovation

‘Living It’
P&G employees live for several
days with low-income families

.» II - II «‘ ‘Working It’

P&G employees work

behind the counter of a
Internal R&D small shop

+

External innovations
(‘Connect + Develop’) Consumer

Immersion Programs

(O CGAP 40




C+D clients: ‘Innovation can come from anyone, anywhere’

From individuals

P&G introduced Bounce, the world’s first dryer-added softener, after
acquiring the product technology from an independent inventor in
Canada. He developed the innovative fabric-care solution working at
home and had patented it. P&G licensed the technology from him and
combined his work with that of its scientists, resulting in Bounce.

From SMEs

P&G’s Skin Care organization were looking both internally and externally
for anti-wrinkle technology options for next generation Olay products. The
external search efforts included monitoring of activities at various technical
meetings around the globe. It was at one of those technical meetings that
P&G first learned of a new peptide technology developed by a small
cosmetics company in France. The peptide wound up being a key
technology used in Skin Care’s blockbuster Olay Regenerist.

From business partners

P&G identified an in-market product that delights consumers and partnered
with a major food company in Japan to deliver Pringles Stix to North America.
The partner provided the product, a plug and play manufacturing capability,
and a robust innovation pipeline while P&G provides the trademark,
distribution, and marketing.

And from independent laboratories, universities,
research institutes, R&D networks, etc.

(CGAP 41



What can we learn from P&G’s Connect + Develop?

/Great iIdeas might come from anyone... If only we create the
appropriate open spaces to surface these ideas.

marketing assets, etc. + Proven track record of successful
partnerships

« Problem: providing incentives?

« But, P&G can offer global distribution and scale, brand reputation,

/

(CGAP
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Living It, Working It: the birth of Downy Single Rinse

Insights: e

« Lower-income Mexican women take laundry very, very Lava y mejora la calidad de vida
seriously. They cannot afford to buy many new clothes, so ’ e
they take great pride in ensuring that their family is turned
out well.

 “A typical load of laundry went through the following six-
step process: wash; rinse; rinse; add softener; rinse; rinse.
No problem if all this is just a matter of pressing a button
every once in a while. But it's no joke if you are doing the
wash by hand or have to walk half a mile to get water.”
The big “aha!” was discovering how valuable water was
to lower-income Mexicans.

*  Millions of rural women still lug buckets back from wells or
communal pumps. In the cities, many have running water
for only a few hours a day. Most homes do not have fully
automatic washing machines; even fewer have dryers. All
this makes doing the laundry a seriously draining chore:
Mexican women spend more time on laundry than on the
rest of their housework combined.

*The Game-Changer: How You Can Drive Solution:

oy R o i nnovation, A.G. Having identified a problem (making laundry easier and less
water-intensive), P&G turned to the labs for an answer. Their
solution: Downy Single Rinse. Instead of a six-step process,
DSR reduced It to three - wash, add softener, rinse saving
enormous time, effort, and water.
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What can we learn from P&G’s Living It, Working It?

/Great iIdeas might come from the consumers themselves... ‘If
only you listen to them, observe them in their daily lives, and
even live with them™

What we like:
— Corporate understanding (pushed by CEO)

— Everybody does it: precludes the need for ideas to bubble up,
reduces filtering

— Action on findings

« Potential concern: Making sure the upper management leads by

example /

@ CGAP 4




Few providers are able to effectively draw insights and

Ideas effectively from multiple sources

* While some companies are successful at drawing consumer insights
from single sources, most do not have the processes in place or the
resources to effectively gather actionable insights from multiple sources

Some providers implement _
programs like P&G’s “Living It, Provider

Working It” that allow decision- Decision
makers to interact directly with @ Makers
consumers
communication channels and
incentives for staff to pass
Experts Entrepreneurs
to decision makers (eg. Google)
The Open Innovation concept D D D

Other companies create @ @
consumer insights up the chain
that has been implemented at

firms like IBM allows decision-
makers to collect and nurture
insights from entrepreneurs

Consumers

(OCGAP 45



Product Labs can fill gaps in providers’ consumer insight

process to provide a comprehensive view

Provider

Decision
o Makers
For example, this provider
may have an effective process
to identify and acquire
innovation through > Product Lab
entrepreneurs... f
[ ]

... but an API Product Lab can
aggregate insights from
untapped sources of

consumers, staff, and experts
in the field to increase ﬁ ﬁ ﬁ
opportunities for transformative

innovation

Consumers
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Innovations in the Mobile Space: The M-PESA Kenya

Case

M-PESA would not have survived internal
competition for resources without help

The DFID challenge fund grant allowed a
development focused, untested proposition like
M-PESA to survive internal competition based

primarily on profitability

(CGAP

Internal priority
list based on
profitability

M-PESA innovation was based on iteration:
pilot showed flawed initial proposition but
allowed team to see the need for P2P

Initial proposition was to ease MFI
customer repayments & disbursements

Pilot showed that a P2P payment service
was the real opportunity

I
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Innovations in the Mobile Space: Mobile entrepreneurs

riding the “rails” of Mobile Money

« A functioning mobile money service creates infrastructure that
entrepreneurs can take advantage of to provide new types of

services

! N-+PESA

Grundfos Lifelink:
Water pump manufacturer, Grundfos, worked with Safaricom to
create a prepaid water card funded through M-PESA. This card

can be used to purchase clean water through modified
community water stations

@ CGAP 49
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Silicon Valley
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Acknowledge that great ideas may come from anyone

e Statistical analysis [
User studies GO 8 e
User-centered
design Crowdsourcin ! _ _ . .
g (feedback1 trans|ationsg) \. /| X |terat|0n(3) = ‘EXpedIent SO|UtI0nS,
Public experimentation, z User &
demos, trials )

® /-A ‘ ./ ® [ > 3-pterson
uni

Small, agile teams /; ® @ ‘ N\

i How Chance for
O Rating How risky? success?

useful?

Prioritize Top 100

gpt ideas GO (. )géf

from everywhere Experimental
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Some major Google success stories were not in the

original job descriptions

Google is famous for letting its employees spend approximately 20% of their time “on
projects that aren’t necessarily in [their] job descriptions.” This has given birth to some of
Google’s most important products, including Gmail or Orkut (named after its creator,
Google employee Orkut Blyukkokten).

Google Labs has often been a conduit for testing out these 20% time ideas. Googlers
have posted hundreds of experiments to the site, including very successful products like
Google Reader, Goggles, Groups, Maps, Social Search and iGoogle.

AdSense, which delivers contextual ads to websites, started when
one engineer put ads in Gmail. With more sophisticated technology

Google devoted additional resources to this tiny project. Today, GO
AdSense ads reach 80 percent of global internet users — it is the

world’s largest ad network — and we have hundreds of thousands of
publishers worldwide.

ogle

AdSense

| Google Translation ... — 2 X|
L NI W & Actions ¥

me: salam

He started as a demo created by one engineer on a  coogle: 1
weekend, and other Googlers started to use it to me b
read their news, before it was assigned a team to S

G l Google News was born after one employee was
OO0QIC  frystrated trying to read news after Sept 11 event.

News

me: how are you

be developed and launched publicly. Google: falla e
me: | am happy
. . . Google: y-ulil
The idea for language translation in Google Talk came out of me: | dont speak Arabic
conversations between the Google Talk and Google Translate Google: tnrll i ¥ U

teams when they happened to be working near one another.
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What can we learn from Google?

 Employees might be the best source for ideas at Google (also some of the most
intense users of Google with well-formed opinions)

 What we like:
— Wide funnel
— Systematized process, with appropriate resources
— Actual products out of the process
— (Open organization, small teams / instead of siloed company)

« Same problem: Google can offer scale, brand reputation + Has an extensive
client base. How to provide incentives?

« But, we still can:
— Use adjusted and adapted idea gathering and prioritization process
— Use a combination and mix techniques (statistical, user studies, etc.)
— The service has to ultimately provide value to users and be designed FOR users

(CGAP
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Design thinking

« Human centered: direct observation
« Try early & often: rapid experimentation and prototyping

« Empathy: imagine world from
multiple perspectives
(interdisciplinary teams)

Most design consultancies (IDEO, frog design, etc.) are expert in the first 3
steps of the innovation value chain:

: :
'- ) )

Launch
n

But more firms are trying to move forward in the value chain (Jump Associates
hires McKinsey consultants, Monitor bought a design firm, Doblin).
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A different approach to consumer insights and product testing




Example in the banking sector

Bank of America. E] Keep the Change.™
/I\}/ E @ Save automatically with everyday purchases.

ATl'ree Service - Only from Bank of America

|dentified critical problem: how to get
consumers to open new accounts? User-centric solution:

* Round up debit purchases to
nearest dollar

' -  Mimics behavior, saves time,
Hired external consultancy to conceive painless, invisible

and conduct ethnographic research . Gratifying monthly statements
showing savings accumulation

Brainstormed with a team of product
managers, finance experts, software More information:

engineers, and operations gurus Keep the Change webpage
Case study on BusinessWeek

Pitched the most successful idea to

the bank's consumer division and

((Z)CGAP launched the product 56



http://www.bankofamerica.com/promos/jump/ktc_coinjar/index.cfm?&statecheck=CA
http://www.businessweek.com/magazine/content/06_25/b3989445.htm

Some of the world’s largest firms use design thinking

approaches, with some notable success cases

Consumer immersion

Living It, Working It

Consumer
immersion
programs

PeG

Field insights

Laundry is a very
draining and water-
consuming chore.

Water is a valuable
resource to low-income
Mexicans.

Downy Single Rinse, allowing
a lighter laundry process,
saving time, effort, and water.

Problem definition

How to get boomer-
age women with
children to open
new savings and
checking accounts?

Bankof America.

=

Direct user observation

Hired external
consultancy to conceive
and conduct
ethnographic research

IDEO

Commitment to launch

Two senior VPs and an entire
team of product managers,
finance experts, software
engineers and operations
gurus were involved.

(CGAP

6 months after launch,
Downy Single Rinse
volume increased by
62%, and its market
share of the fabric
conditioner category
grew by 52%.

Source: ACNielsen

Keep the Change.™

Save automatically with everyday purchases.

Since launch, "Keep the
Change" has led to more than
12 million new customers
and more than $3.1 billion in
savings for them.

Source: IDEO
57



1. Who is CGAP and what is CGAP’s Technology Program?

2. Why look at product innovation in branchless banking?

3. How have adjacent industries driven product innovation in
financial services, for low-income clients, via electronic channels?

4. What are cross-cutting hurdles experienced by senior managers

with product development responsibility in this space?

5. Concept catalogue: some intriguing financial products

(CGAP
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We conducted a series of interviews with senior managers
with product development responsibility

\Y[e] o]1[]

« Pauline Vaughan (independent) * Gunnar Camner (Tigo)
* Umesh Chandra (Nokia)  Joel Macharia (Cellulant)

Banking

» Jorge Puron (Bancomer)  Leesa Shrader




Four common challenges emerged facing efforts at

innovation inside interviewees’ companies

Process & structure

Internal commitment

(CGAP

Regulation does not permit partner to offer certain kinds of products over
branchless channels

Connectivity (handsets, data speeds) isn't adequate for low-income
consumers and locales

Competitors: urge to “copycat”

Product development process is structured to eliminate higher
risk/higher reward concepts

Product development managers lack clear authority or responsibility for
innovation

Risk averse organization at companywide level or department level
Senior management has a laser focus on core business only
Incentive structures do not compel operational managers to innovate

Lack resources or knowledge on effective consumer learning approach
Lack capabilities to judge and prioritize initiatives

oRapid prototyping

oData analysis

oBusiness strategy and modeling at product development level
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1. Who is CGAP and what is CGAP’s Technology Program?

2. Why look at product innovation in branchless banking?

3. How have adjacent industries driven product innovation in
financial services, for low-income clients, via electronic channels?

4. What are cross-cutting hurdles experienced by senior managers
with product development responsibility in this space?
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The concept catalogue: an inspiration board

MamakKiba

P9 (SafeSave,
JKS)

Tigo "Family
Care
Insurance”,
Ghana

Globe
hospitalization
insurance
linked to
remittances

Okoa Jahazi,
Safaricom
Kenya

Jovenes con
Oportunidades
Mexico

Maternal health savings
account with goal tracking
and reminders

Links borrowing and

saving so that as users
borrow money they are
forced to save a portion

Life insurance coverage
based on amount of
airtime purchased in
previous month

Customers who receive
an international
remittance into a Gcash
account automatically
entitled to 10 days of
hospitalization assistance
for 30 days following
remittance receipt

Airtime loan up to 100ksh
($1.25) with immediate
approval

Youth savings accounts
where value accumulates
throughout high school for
each year completed.
Money can be withdrawn
after graduation

Goal-
based
Savings

Savings

Micro-
insurance

Micro-
insurance

Credit

Education
linked
savings

Jacaranda
Health, Kenya

Stuart
Rutherford

Tigo Ghana,
MicroEnsure,
Vanguard Life

Globe
Philippines

Safaricom
Kenya

National
Oportunidades
program

GoalMine,
SmartyPig

SchoolPay,
Kenya

Mobile
money
overdraft
based on
voice usage

Mobile
money
lottery

Contact
connect

Social
savings in
East Africa

Goal-based savings
accounts with integration of
social media

Platform which allows
parents to pay school fees
over mobile from M-PESA
or bank accounts

Offer overdraft credit line to
consistent Telenor
customers to drive adoption
and profitability of
EasyPaisa

Digicel wishes to run a
lottery solely through the
mobile phone and the tcho
tcho

A mobile phone platform
including tracking of
credit/debit, automated
reminders of IOUs and
matching of phone contact
list with transaction
partners

Saving for weddings
Tuition and school fees
Travel to villages during
vacation times
Hospital/Medical expenses
Savings for travel to sports
events

Goal-based
Savings

Targeted
payment
system?

Credit

Lottery

Transaction
management

Social
Savings

GoalMine,
SmartyPig

PesaPal,
Kenya

Telenor,
Pakistan

Digicel, Haiti

Bazaar
Strategies,
LLC

Deborah
Elzie
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