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Foreword
As the spread of COVID-19 first escalated to frightening levels,
nations around the world took drastic action. Lockdowns
and travel restrictions caught millions of small businesses off
guard. Many shuttered their doors, while others were able to
adapt to the circumstances.
Chakrapani, a client of Accion’s partner Sub-K IMPACT
Solutions Ltd., owns a small kirana (general goods) store with
his wife, catering to the daily needs of neighborhood residents
in Hyderabad, India. The store remained open during India’s
lockdown because it provides essential goods. Given travel
restrictions, more families started depending on Chakrapani’s
store to meet daily needs, and traffic in his store doubled.
To cater to growing demand, Chakrapani started accepting
digital payments through his previously unused mobile wallet
account. He also offered home deliveries, stocked up on a
variety of in-demand items, and increased his distributor
network, all through his mobile device.

In November 2018, the
Mastercard Center for
Inclusive Growth and Accion
launched a partnership
to transform millions of
underserved MSMEs around
the world and help them
participate in, and benefit
from, the digital economy.

Digital tools can help more micro, small, and medium enterprises (MSMEs) like Chakrapani’s build resilience in
unpredictable times by expanding access to tools like credit, payments, insurance, and business management advice. This can
lay the foundation for an inclusive economic recovery from the ravages of the pandemic.
In November 2018, the Mastercard Center for Inclusive Growth and Accion launched a partnership to transform millions
of underserved MSMEs around the world and help them participate in, and benefit from, the digital economy. Among other
efforts, the partnership is reaching this goal by driving the digital transformation of financial service providers (FSPs) to help
them serve more small businesses and families more effectively.
This work coincides with broad changes in customer behavior that have accelerated as a result of COVID-19. Significant
portions of the economy have moved online, and as more interactions become remote, they expose gaps in the operational
resilience of traditional financial institutions. In turn, these providers have put more energy into digital transformation
efforts to reach and support customers in need.
We are now two years into our four-year partnership, and our teams and the institutions we are working with around the
world have learned (and continue to learn) so much. Accion’s advisory team has worked hand in hand with the institutions
to create and shape digital strategies, implement and upgrade digital channels, design new digital products, and form
strategic partnerships, navigating unprecedented challenges with creativity and vigor. Accion shares the insights gained from
this work here, as a part of our effort to ensure our endeavors and accomplishments serve as demonstration models for the
industry. Given the urgency of digital transformation to build an inclusive recovery, this paper provides timely insights to
help FSPs and their partners navigate the digital transformation journey and addresses key questions surrounding digital
transformation, including where to start and where to focus.

Prateek Shrivastava
Vice President, Digital, Accion
Global Advisory Solutions

Payal Dalal
Senior Vice President, Social Impact,
International Markets, Mastercard
Center for Inclusive Growth
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EXECUTIVE SUMMARY

Executive
summary

As the recovery from COVID-19 begins, financial inclusion
has never been more urgent. Low-income people around the
world have lost their jobs or businesses, and the World Bank
projects that the pandemic will push 100 million people
into extreme poverty. Vulnerable populations direly need
financial tools like savings, credit, and insurance to rebuild
their livelihoods and build resilience to the challenges of
today and those to come. Financial institutions have a critical
role to play in supporting the most vulnerable and equipping
them with the tools they need to enter the digital economy.

FSPs must find digital ways
to reach and interact with
their customers efficiently
and at scale, use their
client data for more efficient
credit management and
product design, and build
more flexible core systems
that support adaptability.

The pandemic and social distancing have dramatically
increased the urgency for innovative and relevant digital
solutions to meet the new and evolving needs of vulnerable
populations. For many people visiting their local bank
branch was unsafe or not feasible during lockdowns, and as
economies begin to open, many people have begun to expect
the convenience, speed, and affordability digital transactions
can bring. To effectively support their clients and reach new
populations in an increasingly digital environment, financial
service providers (FSPs) need to digitally transform. Many
microfinance institutions are built on low-tech, hightouch models designed decades ago to reach millions of
low-income clients. Now, these FSPs must find digital
ways to reach and interact with their customers efficiently
and at scale, use their client data for more efficient credit
management and product design, and build more flexible
core systems that support adaptability. This requires FSPs to
coordinate across every aspect of their business to achieve a
fully digitally enabled business model.

Header photo: Mibanco client Linoria Huaman. Accion has honed our digital transformation approach
over the years by working with clients around the world, including Mibanco in Peru.
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Through our work with FSPs and their clients, we uncovered six key strategies that financial inclusion-focused institutions
need to keep in mind as they progress down the path of digital transformation:

Combat the digital divide on multiple fronts. Financially underserved individuals and businesses have
varying levels of digital maturity, attitudes, and behaviors. Some segments may not have internet or
smartphones, or simply do not trust digital financial services due to unfamiliarity or privacy concerns.
Other segments may be early adopters of technology-enabled services and conduct their lives through their
phones. FSPs can use their digital transformation efforts to reduce, rather than exacerbate, the existing
digital divide by developing clear value propositions to help customers run their businesses better. FSPs
can more effectively attract and retain clients by designing for both sides of the digital divide and balancing
tech and touch strategies.
Optimize organizational design. Traditional microfinance institutions are radically different than digitally
native financial companies in their ethos, culture, and organizational design. The digital transformation
of microfinance institutions requires developing a plan and implementing it simultaneously, and
therefore also requires careful thought about how to integrate two very different operating models, one
digital and one not, under one roof. There is no one right way to organize for digital transformation,
and how an institution decides to organize depends on their starting point, their digital maturity, and
their desired end state. Organizations can choose one of three paths: (1) a fully integrated holistic digital
transformation where all departments have collective responsibility for transformation; (2) a digital center
of excellence that sits within the organization and is responsible for driving digital solutions; and
(3) setting up a stand-alone unit that builds, tests, learns, and launches products outside the FSP’s
existing business operations.
Build (and rebuild) a culture of experimentation. Many financial institutions tend to focus on short term
goals and quarterly targets. Typically, key performance indicators (KPIs) are not designed to encourage
risk and innovation. However, digital transformation requires a culture that is willing to experiment,
learn what works, and innovate. This requires institutions to seek alignment and buy-in on organizational
priorities across the organization: the board, C-suite, management, and field staff. The development of a
safe space to fail encourages a test-and-learn approach that is essential to growth as an organization.
Have a clear data strategy. Data strategies are often implemented in isolation from the business and

analysis is not articulated in a way that empowers and enables the core initiatives of the business —
including creating greater customer value, creating process efficiencies, or making meaningful product
updates. But when aligned with the core business, having a data plan and fleshed-out data capabilities are
key to creating business value through greater understanding, alignment, and actioning of both digital and
offline data. Institutions can harness the power of data in their digital transformation by deriving greater
value from the data they already have, taking action based on insights, and prioritizing the management
and governance of data to ensure it is used effectively and responsibly.

Future-proof your transformation with the right technology platform. Microfinance organizations

often struggle with legacy technological systems, which have monolithic designs and are written in dated
programming languages. These systems are inflexible, unable to support innovation, and can introduce
security concerns. Digital transformation must be built on solid technological foundations. The more
digital an organization becomes, the more it needs to invest in building future-proof and resilient platforms
that can easily connect to cloud and open APIs. This requires balancing their long-term vision and shortterm agility and ensuring backup and disaster recovery on the cloud, where possible. Cybersecurity will
increasingly be a key area for investment to prevent attacks on the digital channels and systems.

Form partnerships to achieve scale. Potential partnerships that can support financial institutions’
business goals often fall through due to a lack of a clear business case that aligns the goals of all parties,
as well as questions that arise regarding ownership of the customer relationship. But partnerships with
institutions such as telecommunication providers, ecommerce players, digital payment providers, or
fintechs can enable new ways to leverage data, evaluate risk, and reach new customers at scale. Partnerships
expand financial inclusion by building a digital ecosystem and a deeper integration with the formal
financial services industry. To realize these benefits, FSPs should seek win-win partnerships and expand
their definition of a partner.

This paper unpacks each strategy through real examples of our implementation experiences across FSP partners.
The Digital Transformation Guide: Six Strategies to Scale Financial Inclusion

4

INTRODUCTION

Introduction

Digitizing swiftly and effectively is vital for FSPs to successfully and responsibly serve their customers at scale and to
remain competitive in the face of many digital challengers entering the market. But most FSPs face challenges that make
transformation difficult, including a lack of resources, heavy reliance on manual processes, difficulty attracting technical
expertise, and poorly organized customer data. This leaves many organizations asking: is our organization ready to undergo a
digital transformation? What are the drawbacks or risks to consider before we dive in? Where do we start?
To help FSPs navigate these questions and enable millions of underserved micro, small, and medium enterprises (MSMEs) to
enter the digital economy, Mastercard and Accion launched a first-of-its-kind partnership in 2018 that unites our worldwide
networks and resources to support the digital transformation of FSPs around the world, as well as the millions of customers
they serve. In our first two years of work, we have guided FSPs’ progress on digital transformation and helped them develop
digital tools to reach more small businesses and individuals and serve them more effectively. In 2020, as COVID-19 first
spread across the world, we helped our partners leverage digital tools to respond to the crisis. This included reimagining
group and individual lending for a no-contact world, enhancing digital channels, and rapidly implementing remote customer
service. As digital platforms become more pervasive, accessible, and affordable, MSMEs can leverage digital tools and products
to rebuild and relaunch their businesses — and in some cases, digitally transform themselves.

INDONESIA

Implementing an
online lending platform,
working capital loan for
ecommerce, and digital
identity platform.

NIGERIA

MEXICO,
COLOMBIA

Creating a digital ecosystem
for merchants by offering
financial services to Cívico’s
merchants network.

Incubating a digital bank
within the bank to develop
innovative and scalable
products such as digitally
enabled credit and savings.

INDIA

ECUADOR

Building a digital
ecosystem to drive financial
inclusion, adoption of digital
payments, and strengthening
of supply chains.

BOLIVIA

Scaling and building
innovation capabilities
within the bank to bring
multiple innovation
products to market.

Establishing a platform for a
financial products and services
marketplace that will be offered
across digital field applications
and other customer applications.

Developing a digital lending
product for small businesses and a
digital client engagement platform
for customers.

Header photo: Sub-K client Syed Saber in Hyderabad, India.
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DIGITAL TRANSFORMATION IS MULTIFACETED

We recognize that digital transformation is a journey, not
a destination. Our partners have travelled far, but their
journeys are not complete — and will likely include some
obstacles ahead. In this paper, we share learnings from the
first two years of working with institutions to navigate their
digital transformation efforts, across every aspect of their
business: the customer, processes, partnerships, people,
platforms, and products, to achieve a fully digitally enabled
business model.
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We hope that the initial lessons shared here will help FSPs
start their digital transformation journeys and maintain the
momentum needed to succeed. We also hope this paper will
demonstrate to the financial services industry at-large the
impact that digital transformation can have in supporting
the resilience of low-income people.
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This paper shares our challenges, frustrations, and
successes, and also builds on lessons from other ongoing
digital transformation efforts around the world. Going
forward, we will continue to share lessons as our partners
digitally transform and begin to realize the return on their
investments.
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DIGITAL
TRANSFORMATION

R

M

S

An oft-repeated point that bears repeating here: digital
transformation is a massive exercise in culture change. It is
complex and multi-faceted and requires solid commitment
to evolve the core business model from the board all the way down
to loan officers. There is no single path to digital transformation,
nor is it a one-off endeavor. We believe the goal of digital
transformation is not to achieve the same status as a digital-first
company, but rather adaptability and an enduring culture of
innovation and learning, so that institutions can respond rapidly
to changes, challenges, and opportunities as they arise. As Charles
Darwin argued, “survival of the fittest” refers not to being the
strongest or fastest but being most adaptable to change.

A

P

PEOPLE

There is no single
path to digital
transformation,
nor is it a one-off
endeavor.

Sharda, an employee of Sub-K in India.
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Combat the
digital divide on
multiple fronts
When you try to digitalize the process for the clients —
when you try to make clients adopt digital means — things
become more complicated because we need to make sure
that the client is at the center of the change… that it is
benefitting and enriching the life of the client.”
– Christian Banno, Chief Business Officer of CASEA and board member of BAV

The COVID-19 pandemic has catalyzed the digital transformation of FSPs, especially those reliant on high degree of faceto-face interaction, like microfinance institutions — and expanded digital financial services holds the promise of greater
financial inclusion. But with all the enthusiasm around digital transformation, there is little attention paid to the ways this
can lead to financial exclusion. Financially underserved and excluded individuals and businesses represent a diverse set of
digital maturities, attitudes, and behaviors. For example, some customers may not have access to the internet even if they
own smartphones, others may not feel comfortable conducting financial transactions on a mobile device, and yet others
may simply prefer to work directly with a person when conducting financial transactions. FSPs must be careful to ensure
that digital transformation is not exacerbating an already pervasive digital divide. For example, the digitization of many
government cash transfers during the pandemic has been particularly useful to reduce in-person contact while still providing
critical economic relief. However, some reports have highlighted the exclusion of beneficiaries, especially women, who often
lack access to the digital and financial tools needed to navigate the system of government to person (G2P) payments.
Therefore, we consider two aspects of the digital divide: first, the gulf between those without access to computers,
smartphones, and the internet, and those with access, and second, the spectrum of varying digital maturities in terms of trust
and comfort with, usage of, and capability to fully enjoy the benefits of digital inclusion. Based on recent analysis conducted
by GSMA, in low-and-middle income countries, demographics play a key role in determining access to smartphones and
usage of mobile internet. Individuals in
rural areas, those with lower incomes, and
those that have only completed primary
THE DIGITAL DIVIDE
education are less likely to own a smartphone
or use mobile internet. On top of this,
women are less likely than men to own a
mobile phone or use mobile internet, even
when other relevant socioeconomic and
demographic factors are controlled for. For
those that do have access to digital tools,
FULL
DIGITAL MATURITY
results from an Accion survey of Annapurna
BENEFITS OF
INCLUSION
clients demonstrated that there are several
determinants of how comfortable a person
ACCESS
USAGE
NO ACCESS
feels using these tools. This includes both
trust in digital channels and simply whether
they are in the habit of using digital tools.
Header photo: Ibu Oom Rohmayato, a client of Bina Artha
Ventura (BAV) in Majalaya, Bandung in West Java, Indonesia.

The Digital Transformation Guide: Six Strategies to Scale Financial Inclusion

7

COMBAT THE DIGITAL DIVIDE ON MULTIPLE FRONTS

Customers with digital habits are more confident using digital technology but are more distrustful of
information found online.

“I am confident in using digital technology to do the things I need to do online.” (n=167)
36%

ALWAYS (>1x/day)

Frequency of digital
technology use

OFTEN (1x/day)

7%

58%

39%

54%

29%

OCCASIONALLY (1x/week)
0%

6%

71%
25%

75%

50%

100%

“I feel confident that the information I find online is correct.” (n=167)

STRONGLY AGREE
AGREE
DISAGREE

ALWAYS (>1x/day)

Frequency of digital
technology use

4%

16%

80%

29%

OFTEN (1x/day)

71%

43%

OCCASIONALLY (1x/week)
0%

57%

25%

50%

75%

100%

Accion’s recent survey to assess the digital maturity of Annapurna’s customers showed a strong correlation between those that
use digital technology at least once per day and those that indicated they felt very confident in using digital technology to do the
things they need to do online, and also showed that only four percent of respondents noted that they always feel confident that
the information they find online is correct.
Source: Accion Digital Maturity Assessment, Annapurna Finance Limited, July 2020

Digital channels offer some of the most effective ways to reach those that are financially excluded, especially while social
distancing orders and lockdowns remain in force. We are already seeing that COVID-19 has accelerated digital adoption and
has forced some previously reluctant consumers to overcome barriers around trust and tech-savviness because they have few
other options. Among our partners, we’ve seen acceptance of digital payments increase 106 percent from December 2019 to
September 2020 as microbusinesses move online. However, growth has been concentrated among partners who had digital
infrastructure in place prior to the pandemic.
This underscores the pervasive digital divide among low-income people and businesses. Clearly, an undifferentiated focus
on digital channels alone is not sufficient to bring useful financial tools to the underserved in a way that promotes trust and
comfort. Accion Venture Lab’s 2018 report on the “Tech Touch Balance” demonstrates the importance of continued human
interaction in delivering financial services to the poor to build trust, establish relationships, and engage customers. Especially
now, in the wake of COVID-19, low-income and vulnerable segments need the support of FSPs to navigate the new normal,
restart their businesses, and build financial health so that they can build resilience to future crises and ensure they are not left
behind again.
FSPs should be deliberate and thoughtful about how they reach clients on both sides of the digital divide. While they should
lean into digital channels when undergoing digital transformation, they should also continue to leverage physical networks
(branches, loan officers, groups) to promote greater digital adoption. The percentage of women actively using the digital
products and services supported through Accion’s partnership with Mastercard has increased over one percentage point
between September 2020 and December 2020, which illustrates the effectiveness of the combined recommendations below
in moving us in the right direction to address persistent gender gaps in digital financial services.
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BancoSol employee Celia Copa Choque
assists small business clients in Bolivia.

FSPs can address the digital divide in many ways:
Build a value proposition for digital products

For customers
accustomed to using
cash and that enjoy the
tangibility it offers, the
value proposition of digital
is difficult to communicate
– particularly when relying
on cash is perceived as
free and more secure.

Banco Pichincha is the largest financial institution in
Ecuador, with a 115-year history and a deep commitment
to its customers. The bank is undergoing a complete, largescale digital transformation, not only to build their own
technological capabilities, but to improve its relationship with
its customers and to be better able to respond to their needs
during tough times. The COVID-19 pandemic has accelerated their
digital transformation and improved the uptake of digital channels
among their entire client base. In 2020, Banco Pichincha’s mobile app
went from having 650 thousand to 1.1 million customers and 50 thousand
customers managed the disbursement of their loans entirely through digital
channels. Their recently launched Billetera deUna! application, a mobile wallet that
supports secure, real time payments for their customers, has been downloaded more than 118 thousand times. While they have
seen significant adoption of digital channels, it has primarily been among high-income segments, while uptake has been much
lower among merchants and consumers at the base of the pyramid.
Accion and Banco Pichincha are working together to promote financial and digital inclusion in Ecuador, and one of the first
key actions of the project was to identify the key adoption barriers for the Billetera deUna! mobile wallet through an analysis
of the payments ecosystem and conversations with clients and field staff. Nearly eight in 10 Ecuadorians have mobile phones,
but only 32 percent of those with mobile phones are currently using their phones to make digital payments, and cash still
accounts for about 40 percent of payments, particularly in rural communities. The use of digital payments can help small
merchants gain more access to credit, formalize, grow their business, reduce time required for reconciliation and risk of
theft, and save them multiple trips to the bank to deposit cash. However, for customers accustomed to using cash and that
enjoy the tangibility it offers, the value proposition of digital is difficult to communicate — particularly when relying on cash is
perceived as free and more secure.
Using this information, Banco Pichincha has reimagined the user experience for underserved microbusinesses by addressing
the barriers to adoption with a clear and compelling value proposition. In parallel, the bank is using Accion’s EdTech
platform, Ovante, to support their microfinance customers’ digital literacy.
A wallet that can be used for payments and that clearly meets the needs of a small merchant will enable them to build financial
resilience, operate digitally where social distancing is still required, and participate in an increasingly digital ecosystem. Being
clear about how digital will benefit small merchants specifically, in messages that resonate with them, can thus help overcome
any initial barriers to adoption.
The Digital Transformation Guide: Six Strategies to Scale Financial Inclusion
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Getting back to business:
Rosina Das’s story
After her sales plummeted during the
pandemic, Rosina Das reopened her
grocery store in her village in Odisha,
India, with emergency loan support
from Annapurna Finance Ltd.

Twenty-six-year-old Rosina Das runs a small grocery shop in her village near Balakati, Odisha, in eastern India.
When Rosina first started her business, she used her savings to buy grocery items to sell in her shop. Her business
quickly took off since there weren’t many other stores in her village that offered fresh food and other essentials
with such convenience.
Like millions of other MSMEs operating in India, Rosina’s business has struggled greatly during the COVID-19
pandemic. Not only did her sales plummet, she had a hard time getting new inventory as her suppliers
were limited by transport restrictions during India’s strict lockdown. Without her regular customer volume or
sufficient inventory, Rosina suddenly found herself without a stable income and unable to repay her small
business loan installments.
Rosina learned about Annapurna’s midterm loan offering: a type of emergency loan that could help her restart her
business. She received an emergency loan of 15,000 INR (approximately 200 USD) within seven days of applying,
and once lockdowns were lifted in May, she purchased what she needed for her store. As demand rebounded
in her village, Rosina was able to cater to her community’s fresh food needs again. When the lockdowns were
first implemented, she lost hope and couldn’t imagine her livelihood returning to normal. Today she is grateful to
Annapurna for providing the support she needed to reopen her business.
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Design for both sides of the digital divide
Annapurna Finance Limited, headquartered in Odisha, India,
serves 1.9 million individuals in eastern India who would
otherwise lack access to high-quality financial services. More than
99 percent of these individuals are group lending customers.
When lockdowns due to the pandemic put an end to group
meetings, this created a challenge for the members that depended
on meetings to access much needed finance, especially during
one of their most difficult times of need. Responding quickly
to the crisis, Accion worked with Annapurna to reimagine their
group lending process and supported the creation of a new digitally
accessible emergency loan product for clients to help them manage
liquidity constraints or any other financial emergency.

Customers who use a
digital device more than
once per day are more
than three times as
likely to feel confident
in using technology for
different purposes.

Though Annapurna is interested in developing more smartphonebased lending solutions, only 10 percent of their group lending customers
currently own a smartphone. However, a greater percentage had access to less
advanced feature phones. To address the digital divide, we created an SMS-based
digital loan product that incorporated both tech and touch. Interested customers can
provide a few details to their loan officer to ensure they meet the qualifications. If qualified,
the loan officer can make an emergency loan limit available to them up to a pre-defined amount. Once this limit is created, a
customer can access the funds at any time by simply sending an SMS to a dedicated phone number, which would result in the
money being disbursed to the customer’s loan account.
We designed the solution to enable an easy upgrade to a smartphone version when relevant for their customers. Accion’s
digital maturity assessment of Annapurna’s customers found that customers who use a digital device more than once per
day are more than three times as likely to feel confident in using technology for different purposes and exhibit a greater
willingness to try new products in the future. Therefore, Annapurna’s feature-to-smartphone product roadmap will allow
customers to increase their digital maturity over time.
On the opposite side of the digital divide, Annapurna found that the more digitally mature segment of their MSME clients
that have individual rather than group loans were interested in greater convenience and wanted to be able to move away
from having to visit physical branches. Annapurna knows that they need to digitize even faster for this segment and we are
supporting the bank to develop an end-to-end digital loan that clients can apply for without needing to speak directly to a
loan officer and through which all repayments can be made remotely.

Tamar Kumar Prahan, an Annapurna client
from the Odisha province of eastern India.
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Balance tech and touch to bridge the digital divide
FSPs can do many things to ensure that customers get the human touchpoints they need to feel supported and engaged. For
customers with low digital maturity, such as group lending clients who traditionally rely on high-touch models of interaction,
institutions should think strategically about hybrid models that leverage digital to automate manual processes while still
maintaining the human touch that customers value.
Accion Microfinance Bank (Accion MfB), one of Nigeria’s most successful microfinance institutions, is seeking to make digital
the new norm and encourage digital behaviors in their client base. As part of this goal, they made the end-to-end application
process for their new digital loan accessible only through mobile app or the web portal. But Accion MfB knew that not all their
customers are ready for a fully digital process end-to-end, so the product was designed so that customers can initiate the digital
loan application process with Accion MfB through several different channels. Customers can submit a request for a digital loan
application via USSD mobile codes, which prompts the call center to reach out to better understand their characteristics: Do
you have the documentation needed to apply digitally? What is your comfort in completing the application form online? Based
on answers to these questions, the call center agent may direct applicants to one of the self-service channels to complete an
application, or may refer applicants to a branch where a staff member can assist with a loan application.

ACCION MFB DIGITAL LOAN
DIGITAL
SELF-SERVICE

WEB/MOBILE
APPLICATION

APPROVED
ONLINE

MONEY ADDED
TO ACCOUNT

MONEY DEBITED
FROM ACCOUNT

REMINDER
CALL

ACQUISITION

REQUEST
VIA USSD

APPRAISAL

DISBURSAL

CUSTOMIZED
COMMUNICATIONS

REMINDER
CALL

REPAYMENT

RENEWAL

CALL CENTER
OUTREACH

DIGITAL ASSIST

APPLY AT BRANCH

Accion MfB’s digital loan process includes elements of tech and touch regardless of how the digital loan process is
initiated. The call center helps customers determine how best to apply for the loan and always reaches out to customers
to ensure they understand the terms and conditions of the loan, remind them of repayment dates, and to remind them
to renew their loan if needed. Individuals that are routed to complete their application at the branch, will continue to be
serviced through the branch channel.

Customers who completed the digital loan application but were denied were redirected to a branch so that they could reapply
using the traditional application process. Interestingly, the Accion MfB team found that some of the customers who were
denied a loan using the digital process were approved using the in-person process for the same loan amount. After digging
into the data, they found that customers were responding to questions on the digital loan application differently than they did
in the in-person loan application process. It seemed that some customers were misinterpreting the questions on the digital
loan application. When they were face to face with someone who could ask the same questions in several different ways, offer
clarifications, or suggestions, the number of errors greatly reduced. For example, when asked about their revenues, they may
have entered revenue for the day rather than the month. Given this finding, Accion MfB made several changes to the digital loan
application to incorporate this human element. They changed how many questions were phrased to more closely resemble
how an account officer would ask them, and made more help, examples, and tips available.
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Optimize
organizational
design
Early on, we realized that for our new digital
platform SARTHI to be successful, Sub-K needed
to pursue a fully integrated digital transformation
model. It required an organizational redesign to
reinforce a digital-first approach amongst the
leadership and to align the vision with execution.”
– Sasidhar Thumuluri, Managing Director and CEO, Sub-K IMPACT
Solutions Ltd.

Most microfinance institutions were built to be high-touch
businesses, focused on meeting the needs of their customers through
replicable processes conducted face-to-face and mostly in cash.
Technology has helped automate some processes, such as field staff tools
and credit risk decisioning. While this model worked well in ensuring
that some underserved populations get access to the responsible finance
they need, the heavy reliance on loan officers and physical branches results
in higher costs and limits scalability.

The digital transformation
of financial service
providers requires careful
thought about how two
very different operating
models, one current and
one future state, should
be integrated, under
the same roof.

A purely digital financial services model — with remote application, application
processing, approval, and digital transactions — is very different than the high-touch
model of traditional microfinance institutions. When a microfinance institution is restricted
only by a customer’s access to the right type of device and access to a mobile network, the potential for scale is
massive. However, this newer model is diametrically opposite to the historical one in terms of ethos, culture, and style.
The reality for FSPs serving the underserved is that some of their customers do not yet have access to digital devices
or a mobile network and will continue to require the high-touch service offered through the traditional microfinance
model. Other customers, becoming more accustomed to transacting digitally in other areas of their life, are demanding
the accessibility, convenience, and speed of service that digital financial services can provide. Therefore, the digital
transformation of financial service providers requires careful thought about how two very different operating models, one
current and one future state, should be integrated, under the same roof.
There’s no one right way to organize for digital transformation, and what it looks like can be very different from one organization
to the next. A lot depends on the starting point — the as-is digital maturity of the institution — as well as the desired end state.
1. Some companies may want to integrate digital processes across all departments from the start.
2. Others may create a digital center of excellence, like an innovation lab, within the organization that is tasked with
creating products that serve the institution’s client base.
3. And finally, others may decide to create a separate unit or even a wholly owned subsidiary to experiment in a controlled
environment and ensure little or no impact on business as usual.
Header photo: Bhavna Chahal is a client of ftcash in Mumbai, India. Accion
has worked with partners around the globe on digital finance initiatives.
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Companies should carefully select an organizational design that will enable them to digitally transform.

FULLY
INTEGRATED

Every business unit is held
accountable for ensuring digital
transformation of their unit. This
responsibility is in addition to
the everyday execution of the
existing model for delivering
microfinance services.

DIGITAL CENTER
OF EXCELLENCE

SEPARATE
DIGITAL ENTITY

A digital center of excellence
is tasked with working to drive
new cultural norms, creating
digital products and services,
coordinating across business
units, and leading innovations.
The team has its own
department within the FSP.

EXISTING OPERATING MODEL

A separate entity is set up which
reports to the CEO, with its own
budget, team, and resources,
but otherwise operates
independently to deliver
digital products and services.

DIGITAL OPERATING MODEL

For an organization to determine the best model to start with, they should consider the following dimensions:
• Target customer segment: An institution should determine whether they are primarily focused on creating new products
for new market segments to expand their reach, or on transforming existing products for existing market segments in order
to serve them more efficiently. Those looking to serve new customer segments should look to create some separation
between their existing and digital operating model.
• Macro-level factors: Factors such as access to talent, potential for partnerships, level of digital readiness in the country,
level of investment in digital transformation, and competitive landscape play a role in determining organizational design.
• The level of disruption faced by the business: Often, a fully integrated digital transformation model takes more time and
can create major distractions for business as usual. The higher the potential for disruption, the better to keep the digital
unit separate until a point of maturity.
• The level of digital maturity: The earlier a company is in its digital evolution — including digitally enabled processes,
skills, and infrastructure — the more likely it is to need a bit of separation from standard operations to concentrate digital
skills and move quickly.
• Openness to change: Companies that have a more resistant or traditional culture usually fare better with a separate unit
that is solely focused on digital evolution.
It is important to remember that organizational design can and should change over time. For most companies, having the
dedicated focus of a separate or semi-integrated digital unit may make sense when starting on the journey — but over the
longer term, they may want to ensure that digital capabilities become embedded across business lines. We took variations of
the fully integrated digital transformation and digital center of excellence approaches with each of the FSPs we worked with as
demonstrated by the examples on the following pages.
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FULLY
INTEGRATED
DIGITAL
TRANSFORMATION

Pros

Cons

• Clear visibility into the problems facing business as
usual that can be addressed through digitization.

• Truly innovative business models less likely to emerge
as focus typically is on digitizing existing processes.

• All staff have an opportunity to engage in digital
transformation initiatives, supporting buy-in and
retention over the long run.

• Large, organization-wide projects take a long time to
set up and execute.

• Return on investment of digital initiatives is clear (for
example, faster credit decisioning will lead to greater
customer acquisition).

• Existing organizational policies and procedures may
influence and slow down transformation.
• Digital processes could be easily encumbered by
existing bank processes.
• Organization may lack skills needed to drive digital
transformation.
• Hiring digital talent may not be possible if pressure
exists to use existing resources.

In a fully integrated digital transformation model, digital capabilities and processes are integrated across business lines and all
business lines have a responsibility to drive business agility, growth, and innovation.
Sub-K IMPACT Solutions Ltd., a banking correspondent company focused on reaching underserved populations in India,
started their digital transformation journey from a relatively high level of digital maturity, and with a clear understanding of
where they wanted to go with a digitally enabled model.
The team socialized digital transformation across the entire organization, utilizing town hall meetings with those at
headquarters and in the field to discuss the importance of digital. They trained nearly all staff to adopt a digital-first approach
to customer acquisition, application processing, account servicing and collections and put in place KPIs to drive forward
a digital operating model. They also created several working groups with members from product, data strategy, training,
compliance, marketing, call center, and agent networks to ensure that the existing assets and infrastructure of the institution
could be completely leveraged to offer a distribution model for digital products. These cross-functional teams work together
to develop and implement digitally enabled, customer-centric products and services, and to ensure a successful digital
transformation at Sub-K.
Aligning around this model enabled Sub-K to launch the SARTHI fintech platform in August 2020. This platform
currently offers their customers products such as MSME credit, digital micro-loans, gold loans, health insurance and microinvestments. The platform is integrated with multiple banks and third-party partners. Customers can access the marketplace
on their own mobile devices or with the assistance from Sub-K’s staff and agents.
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BUILDING A
DIGITAL CENTER
OF EXCELLENCE

Pros

Cons

• A safe space to build and test digital products that
can be integrated into the business when ready.

• Potential for confusion about how the unit works with
business as usual.

• Ability to pivot and serve the business as
needs change.

• Shared services model requires the digital center to
be reliant on internal processes, budgets, and staff,
potentially creating bandwidth issues.

• Leverage existing capabilities of the bank in a
shared-services model.
• Motivate staff members to contribute ideas and
potentially join the team for a period.

• Agility may be compromised due to IT and other
departments prioritizing the needs of business as
usual over those of the unit.

• Collaborate with innovative ecosystem players like
platforms, universities, innovative labs, etc.

A center of excellence within FSPs can take a variety of forms. The center could have their own profit and loss (P&L)
responsibility for products that they develop and take to market, or they could emerge as an internal service that is responsible
for working with existing P&L owners to drive new and innovative solutions. As FSPs decide what model is right for them,
it is important to consider which existing assets within the business will be leveraged in new digital initiatives. Usually, this
model requires a significant shift in how departments such as IT, marketing, audit, and compliance, will operate, plan,
and resource themselves to support the new venture, making clear agreements about how to share resources to achieve the
organization’s priorities critical.
BancoSol is a financial institution serving more than one million low-income clients in Bolivia. As BancoSol embarked on
their digital transformation journey, the bank opted to develop a digital center of excellence — an innovation hub — that
would be responsible for leading the digital transformation of the bank. This group would enable BancoSol to better serve
current customers and to explore what the future of the bank looks like. To encourage experimentation, the innovation hub
was not configured to have P&L responsibility immediately. It was given the freedom to develop a digitally native identity
and culture, and the responsibility to work closely with the other business lines to deliver new products and services. This
structure enables the innovation hub to leverage the existing capabilities of the bank, including the tech stack, marketing, and
operational staff.
The innovation hub also serves as an incubator for new skills for the bank. Currently the hub is focused on building
capabilities in three areas: human-centered design, data analytics, and open innovation. As these mature, they will be
embedded within the business units — moving the organization closer and closer to a fully integrated digital transformation
model. As the digital maturity of the organization grows through this process, the innovation hub will continue to foster
cutting edge capabilities.
In the long run, as the capabilities of the innovation hub grow, the vision is to transition to a standalone digital unit that has
its own P&L responsibility, and that acts as a service provider for the bank, charging for its services. This bank-led innovation
hub model has shown to be successful with DBS Asia X (DAX) and the BRAC Social Innovation Lab. Both these innovation
hubs were developed by banks to create a space where ideas could be generated, developed, and implemented. The innovation
hubs continue to bring internal innovation capability to the bank.
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BUILDING A
STANDALONE
DIGITAL UNIT

Pros

Cons

• Ring-fenced team has its own budget, management
team, business plan, culture, and technology.

• Seen as independent unit, with no direct connection
to the future of the organization.

• Ability to pivot rapidly as market conditions change.

• May not be able to share data with different
organizational units due to regulatory constraints.

• Collaborate with innovative ecosystem players like
platforms, universities, innovative labs, etc.

• Costs related to buying technology, setting up offices
and back-office functions, and hiring staff with key
skills will be incurred.

A standalone digital unit is a powerful
idea for many innovators in the
industry. The allure of being able to
build, test, learn, and launch products
without having to worry about the
FSP’s existing business operations is
strong. One notable example is ALAT,
Nigeria’s first fully digital bank, which
is a child of the country’s oldest bank,
Wema Bank. ALAT was built from the
ground up to provide a branchless
customer experience. Today, ALAT has
over 200,000 active clients, is Wema
Bank’s primary banking platform, and
is bringing significant transformation
to the Nigerian banking industry.
In order to set up a stand-alone
unit, the strategy, focus, investment
requirement, and management
structure of the new unit need to be
absolutely clear.
Under the Mastercard and Accion
partnership, we have opted not to work
with any institutions to create a standalone digital unit. Rather, we remain
focused on the transformation of the
microfinance operating model in
order to help existing and new clients
access credit faster, make payments
digitally, save remotely, purchase
insurance, and access other benefits.
Accion Microfinance Bank client Ayodele Magret O grew her
business to provide for her family and send her children to school.
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Build (and rebuild)
a culture of
experimentation
Don’t digitize your bank — digitize your staff, and they
will digitize your bank.”
– Neal Cross, Chief Innovation Officer, DBS Bank

Culture is a key determinant of a successful digital transformation.
An institution can upgrade technologies, infrastructure, and processes,
but without addressing the human element, lasting change will not
happen. Many microfinance organizations struggle to build digital
capabilities internally, as employees prize their deep relationships with
customers, and fear that digital tools such as mobile apps or chatbots
may diminish their value and have a negative impact on the customer
experience. In some cases, effective digital transformation will require
bringing in new talent that has different experiences and exposure
outside of the organization.
Likewise, the norm in many financial service providers, is that
management tends to be focused on the short term and in reaching
quarterly targets, and key performance indicators (KPIs) are not
designed to encourage risk and innovation for incumbents in such
a heavily regulated industry. But digital transformation requires
innovation — or reimagining how to respond quickly to market challenges
and opportunities. And this requires KPIs, protocols, and a collective
learning mindset that supports a culture of experimentation.

Digital transformation
requires innovation —
or reimagining how to
respond quickly to
market challenges
and opportunities.

Institutions that adopt a culture of experimentation are invested in learning, rather than expecting a product to turn a profit
from day one. DBS Bank for example, runs over 1,000 experiments every year — they strive to understand the needs of their
customer, rapidly come up with ideas to solve their most pressing problems, and then take them back to the customer to test
those ideas. While many of these experiments fail, it is the iterated version of those failures that leads to success. We find that
many institutions will try something once, and it will fail, and the organization will never take the opportunity to learn from
the failure and get past the initial iteration. Realizing the transformative power of experimentation is a commitment and over
time, experiments yield thousands of small and not-so-small changes that can collectively result in huge benefits.

Header photo: Ftcash employee Celina Lobo. Accion has worked with
partners like ftcash around the globe on digital finance initiatives.
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To build this culture of experimentation, there are several steps FSPs should take:
Focus on alignment before getting started
Many FSPs have a perceived need to get new products out the door quickly to demonstrate progress on digital transformation
initiatives. However, it can be counterproductive to shortchange the time and effort required to build alignment and a shared
understanding of the roles and responsibilities expected of each team member in a new way of working together. Setting
norms, from the Board down to each level of the organization, is the first step in defining the rules of engagement when
creating and implementing digital transformation initiatives. In practice, key activities for digital transformation initiatives
often fall on already over-burdened shoulders, which underscores how essential it is to ensure the incentives are right and that
everyone has a shared understanding of the organizational priorities and their role in the strategy execution.
Sub-K’s CEO, Sasidhar Thumuluri, approached the challenge by first aligning with all teams on organizational goals and
priorities. He held several strategy-setting workshops with relevant teams to identify gaps within the organizational design
and process flows and to identify where concrete adjustments needed to be made. One opportunity area identified was a need
to streamline hand-offs between the product and technology teams, which would be increasingly important to support the
technological developments in the pipeline. Based on the workshop outcomes, the product and technology teams are working
together to ensure hand-offs and configurations between the two teams are seamless.
Sasidhar also appointed subcommittees composed of senior-level staff to determine which activities best supported the
organization’s priorities. Over time, this has made the organization much more amenable to running experiments. Their
attitude has changed from “we can’t” to “we have challenges, let’s address them.” They have recently started evaluating use
cases to implement conversational artificial intelligence and are running surveys to better understand the features and
functionalities that their customers would find useful for their new customer-facing mobile application.
A culture of experimentation requires a test-and-learn approach — and a safe space to fail
With Accion MfB in Lagos, Nigeria, we began the digital transformation process with the awareness that the organization was
in very early stages of thinking about digitization. Leadership was excited and motivated to digitize, and they assumed that the
organization could just hire a few staff members with key digital capabilities to develop a new digital unit, and that would be
enough to move the organization forward. However, we quickly learned that we did not have the buy-in or support from other
departments that would be required for the digital team to be effective. The HR, IT, marketing, and risk teams simply hadn’t
bought in to the mission of the digital unit, and the KPIs they were asked to meet remained aligned with business as usual rather
than the bank’s new digital ambitions. This created a disincentive to take any risks aligned with the digital teams’ ambitions.
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Even though the organization’s board and CEO were pushing digital transformation, this trickle-down approach was not
sufficient to drive a culture where the shared services of the bank were able to support the needs of a team using a test-andlearn approach. For example, the operational teams had certain risk and compliance measures they had to adhere to and were
skeptical of large-scale digital changes where the outcomes had not yet been proven. To address these challenges, the organization
embedded the desired changes within the day-to-day operations of staff at every level by taking the following actions:

CULTURE OF EXPERIMENTATION

ENCOURAGE
MANAGEMENT
TO TAKE RISKS

APPOINT A CHIEF
DIGITAL OFFICER
TO DRIVE DIGITAL
OPERATIONS

EMBED KEY
PERFORMANCE
INDICATORS INTO
ORGANIZATION

IMPLEMENT
SERVICE LEVEL
AGREEMENTS

CREATE A
SANDBOX-LIKE
ENVIRONMENT

• Encouraging management to take risks. One of the key challenges was to get the management to feel comfortable with
learning by doing. They were worried about the impact of failed projects on the profitability numbers of the bank. The
board approved an innovation budget and noted that any losses would not be counted against the bank’s profitability or
performance-related pay. At the same time, the board held the management team accountable to demonstrate progress
against their goals within an agreed timeframe.
• Prioritizing a Chief Digital Officer (CDO) with the necessary people skills to drive digital adoption within the bank.
The bank’s new CDO encouraged his team to take risks and learn from failure. It was more important to have someone
who could set a vision and evangelize digital transformation than someone with deep technical and digital skills.
• Developing digital KPIs and embedding them into the entire organization’s DNA. For example, the Human Resources
team took on KPIs such as speed of recruitment of talent with digital skills, which were aligned around the needed
competencies of recruits. The commercial team and branch managers were also given the mandate to contribute 15 to 20
percent of their time to digital support. This helped all teams understand their role in supporting initiatives sponsored by
the digital unit.
• Implementing several interdepartmental service level agreements (SLAs). For example, they ensured that audit and
compliance will conduct timely assessments of digitally enabled products, marketing would respond to the needs of
the new products being produced, risk team would support the needs of digital product innovation. This has been
particularly important to ensure that departments develop budgets and plans that support experimentation requirements.
• Creating a safe space to fail and encourage experimentation in a sandbox-like environment. They ringfenced
potential risks by creating limits in terms of the maximum number of customers and the total amount to lend during the
pilot to quantify the upfront costs needed for the experiment to achieve its learning objectives. The key was to provide a
digital unit with autonomy and decision-making power and to frame the new digital loan as a low-risk experiment, rather
than a fully fledged product launch. By doing this, the team was able to take a more flexible approach within the bank’s
risk management framework for new product launches, to build up enough lending history for the digital loan pilot to
validate the alternative scoring model.
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Ultimately, digital transformation requires comfort with radical experimentation
A vital ingredient of any digital transformation strategy is experimentation. To be able to develop new offerings in a digital
world, FSPs need the flexibility to experiment safely and effectively. This means that teams need the freedom to fail, all while
ensuring that any inevitable failures occur in a secure environment. Leadership teams can create a safe environment for
promoting innovation by mastering six skills: be approachable, compassionate, composed, manage conflict, direct others,
and listen. Leadership teams that embody these characteristics open surprising doors that create differentiated offerings and
innovative solutions to better serve financially excluded populations.
CÍVICO is a digital ecosystem that has geolocated hundreds of thousands of small merchants and corner stores across Latin
America to make it easier for citizens to find what they need in their local environment. CÍVICO is not a traditional financial
service provider, but many of the merchants in their network expressed a need for financial services to help them to grow their
businesses. Seeing the opportunity to better serve their customers and grow their business, CÍVICO set out to develop an
end-to-end digital loan product for underserved businesses to help communities thrive. Because CÍVICO did not have the
financial services infrastructure in place, they were initially solely considering partnering with external vendors to develop a
digital lending platform. However, due to uncertainty caused by the COVID-19 pandemic, many of the partnerships they had
been considering failed to materialize due to perceived elevated risks in lending.
Rather than continue to wait for the perfect partner to come
along, especially when they knew that their users needed capital
immediately to sustain their businesses, CÍVICO made the bold
decision to start lending directly. They launched a low-fidelity
product, lending very small amounts and limiting their total
investment to just $15,000 USD so that they could conduct tests
and learn quickly. This low-fidelity product has enabled CÍVICO
to make several adjustments to their processes and product. For
example, the team found that they needed to develop a filtering
process to determine the specific needs of the MSMEs in their
network. They deployed a survey that evolved into a merchant
assessment tool. When they cross-referenced these profiles with
CÍVICO’s existing data, it helped them to better understand the
entrepreneur’s behaviors, their biggest pain points in recovering
from the pandemic, and the state of their financial health. With this
data, CÍVICO was more easily able to target the merchants most
in need of credit and recommend specific educational modules,
available on the CÍVICO platform, that would be most useful for
the business. This is also helping them identify how to better use
alternative data for credit scoring. After six months of running the
pilot, they have been able to reach 1,000 customers, and they are
constantly incorporating learnings into their processes. CÍVICO
has also identified several partners with which to scale the digital
loan offering and is working toward building a multi-partner
flexible product. By launching the pilot early with a small group of
customers, they were able to finetune which customers to target and
reduce risks for themselves and their partner lending institutions.

CÍVICO’s digital loan application provides MSMEs with
just in time credit and flexible conditions so MSMEs
can continue growing their businesses.
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Have a clear
data strategy
After conducting the datathon [a hackathon style event
supported by Mastercard data scientists], we have been
able to see other perspectives of the data we have stored
that we had not discovered before. The data was there,
now we see it in a different way, with more value.”
– Carlos Otalora Martínez, National Manager of Information Technology, BancoSol

Data capabilities play an essential role in an organization’s digital transformation. Data can inform optimization strategies
that increase efficiency and revenue. Data itself can also be monetized creating entirely new business models where data assets
become products. Especially today, when FSPs must make unprecedented and rapid decisions, adjust business strategies,
segment customers to understand portfolio risks, rethink credit models, and enable remote engagement with customers and
staff, data capabilities go hand-in-hand with digital.
For the unbanked and underbanked and the financial providers that serve them, the explosion of available data, data-analytics
services, and a growing digital ecosystem creates unprecedented potential. The possibilities to unlock inclusion, greater
financial health, and opportunity for the underserved are extraordinary, from prospecting and credit scoring for thin-file
consumers to well-timed nudges for saving, to intelligent chatbots, to personalized recommendations, to remote client
onboarding, to access to online platforms. Any digital customer experience requires quality and curated data that is readily
consumable as close to real-time as possible.
USING DATA TO DRIVE FINANCIAL INCLUSION (EXAMPLES)
INTELLIGENT
CHATBOTS
NUDGES
FOR SAVING

PROSPECTING &
CREDIT SCORING

PLATFORMS
PERSONALIZED
RECOMMENDATIONS

REMOTE CLIENT
ONBOARDING

The Digital Transformation Guide: Six Strategies to Scale Financial Inclusion

22

HAVE A CLEAR DATA STRATEGY

Despite the proliferation of data, the challenges of obtaining and
converting raw information into actionable insights are immense.
Many organizations become overwhelmed with the possible use cases
for data and lose alignment and focus when it comes to creating a
data strategy. Some institutions end up creating a parallel siloed
data strategy rather than an integrated strategy which acts as a key
enabler to their core strategic initiatives. However, microfinance
organizations can take several key steps to harness the power of data
in their digital transformation. These steps amount to a plan for how
to align and prioritize data and analytics activities with key digital
transformation priorities, goals, and objectives.

Any digital customer
experience requires
quality and curated data
that is readily consumable
as close to real-time
as possible.

Derive value first from the data you have
In the early stages of developing a digital loan product, Accion MfB
explored potential data-sharing partnerships with several entities,
which would enable them to build a robust scoring model that would
leverage alternative data. However, it was challenging to assess the
value-add from potential third-party data providers and agree on
how best to structure a commercial partnership. This challenge prompted the bank to take a long hard look at their own data.
The organization has an arsenal of over 10 years of lending data that has been under-utilized, and the team realized that they
could do a lot more with their own data if they got creative and looked at it in a different way. For example, they were able to
use what they already know about customers’ willingness to pay and capacity to pay to design the pilot digital loan product. They
leveraged historical data collected from existing bank customers and used this to create a benchmark profile against which to
compare incoming data from new customers. As the use of their own internal data involved fewer operational and commercial
complications, it helped the bank launch a viable pilot quickly even as it continues to explore other collaborations.
Be practical with how to get from insights to action
Similarly, BancoSol in Bolivia has been in operation for over 30 years and today serves 1 million clients, making it one of
the nation’s largest banks. Mindful that they have a lot of untapped data under their noses, BancoSol wanted to leverage
this data to uncover insights that could help to address four key challenges for the bank: drive digital adoption and improve
usage, increase cross-product usage, increase savings balances, and maintain customer relationships. Accion and Mastercard
supported BancoSol by convening a 36-hour “datathon” during which 40 Mastercard volunteer data scientists collaborated to
tackle these key challenges. Three key recommendations came from this exercise:
1. Start by understanding your typical digital customer. Analyzing customer demographic data and banking patterns can
help identify and nudge those customers who are most likely to go digital. In BancoSol’s case, the datathon revealed
that its typical digital app customer was more likely to be female and more likely to be younger compared to the average
BancoSol client. By understanding the typical digital customer, BancoSol can prioritize those who may be most inclined
toward digital adoption.
2. Equip loan officers with insights to match customers with products that meet their needs. The datathon analysis
revealed that app users made nearly twice as many deposits as other users — linking digital adoption with increased
use. As research has shown, greater use of financial products, whether that’s insurance, savings, or credit, makes small
businesses more resilient to shocks like COVID-19 and also ensures the bank’s own sustainability.
Equipped with these kinds of insights, loan officers can better communicate key benefits of going digital and identify when
unexpected hurdles might be steering potential users away, like privacy or information security concerns or bad online
experiences elsewhere. With insights from users, BancoSol was able to develop clear messaging for loan officers about
privacy and security, and continually test and streamline the app experience for customers so it matched expectations.
3. Retain customers by being proactive, not reactive. The datathon offered insights on customer retention. When a
customer stopped saving or communicating with the bank, for example, his or her risk for a loan default rose. Based on
those factors, the data analysts created a risk propensity score, which the bank can use to intervene before a customer
begins to disengage.
The datathon also revealed that a digital connection can improve retention in the absence of an in-person connection,
critical in an era of social distancing. Customers who use digital channels maintain consistent relationships with the
bank and have more consistent differentiators between high and low retention risk.
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Based on the experience of the datathon and seeing the value that could
come from the data already in their arsenal, BancoSol has hired a full-time data
analyst to join the team and plans to add on additional data experts over time.
They know that having dedicated resources skilled in data analytics embedded
within the product innovation team will help jumpstart a virtuous cycle of
data-driven design.
Prioritize data management and governance
To derive value from existing data, microfinance institutions need to invest in
structuring their data appropriately and be deliberate in the governance and
management of their datasets to ensure their usefulness and adherence to data
responsibility principles. Data governance establishes policies and procedures
around data and must involve key business stakeholders. Data management
comprises the set of activities and logistics involved to enact those policies and
procedures with regards to how data is compiled and used for decision-making.
FSPs should be proactive in adhering to global best-in-class customer data protection
and privacy regulations, even if they are not (yet) required in their country.

Many institutions
know they possess
valuable data,
but it is stored in
various places and
in multiple formats.

Many institutions know they possess valuable data, but it is stored in various places and in multiple formats. They often
ignore complicated archives and only manage the limited data that they are required to — or that is easily accessible. Many
are preoccupied by fulfilling regulatory reporting requirements or consumed by responding to urgent ad hoc data requests,
leaving little time and bandwidth to step back and organize their data. They acknowledge the importance of, but defer
investing in, proper data management solutions to a later date, yet as data accumulates, this becomes harder. Annapurna
Finance Limited wanted to address this challenge and has recently invested heavily in data management solutions that will
improve data reporting, data migration, and data storage for new digital platforms and products from day one, such as the
loan origination system, which will expedite credit scoring and origination of new digital lending and other products.
Nearly every financial institution struggles with maintaining accurate customer contact information, a simple yet critical
example of data management. For microfinance institutions with high-touch models, having a current phone number on
file can seem low priority, since the loan officer regularly visits customers in person. However, when lockdowns were first
implemented due to the COVID-19 pandemic, the ability for loan officers to communicate directly with their group lending
customers became almost impossible without up-to-date contact information. Annapurna needed to communicate critical
loan information, including payment dates, updates on moratoriums, and even introduce new loan offers via SMS, as many
of their clients only have access to feature phones.
However, they found that their database of phone numbers was outdated, with many numbers no longer working or belonging
to a new individual. Annapurna introduced a standard process to ensure that at every customer touch point — whether during
a field visit from a loan officer or a customer visit to a branch — bank staff would confirm the customer’s phone number to
ensure a high-quality database. In parallel, they implemented a new communication system, which required them to integrate
their SMS messaging system with their loan origination system. These two initiatives helped to standardize communications
with customers, create greater engagement, and ensure a more transparent flow of information.

Accion Microfinance Bank employee in Lagos, Nigeria.
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Future-proof
your transformation
with the right
technology platform
We started our digital journey in 2017…the first thing we did was
to look at our IT architecture and IT backbone, to see whether
they were sufficient to carry [our] digital aspirations…”
– Taiwo Joda, CEO, AMfB Nigeria

While an institution’s technology infrastructure can be a
springboard to leap forward, it can also be an obstacle.
Today’s social distancing measures have made technology
maturity even more crucial, as technology determines
whether the institution can quickly deliver the critical digital
functionality its staff and customers need. Underlying all
of this is a need to build more flexible core IT and data
management systems, which have traditionally been a
weakness for MFIs. The ability to evolve and adapt business
models, dependent on agile and adaptable IT systems, is
increasingly a defining factor in the digital age.
A key to digital transformation, and what makes it so
difficult, is balancing both the necessary planning required to
transform the organization and the agility needed to innovate
quickly. In a Harvard Business Review article titled “Make your
strategy more agile,” Tim Leberecht highlights the union of
vision and improvisation:

The fact is,
technology decisions
made today will impact
what’s possible tomorrow,
so organizations need
to design for the future
while understanding the
constraints they face today
due to legacy systems.

“Vision incorporates the long-term, if not permanent, purpose
and principles of an organization, which serves as the north
star for all its actions. Improvisation suggests a fundamental
openness and flexibility at the tactical level — the willingness to
explore, experiment, and iterate.”

Perhaps nowhere do the conflicts inherent in these two opposing concepts come more starkly into contrast than in the
technology stack and IT functions of an organization undertaking digital transformation. The fact is, technology decisions
made today will impact what’s possible tomorrow, so organizations need to design for the future while understanding the
constraints they face today due to legacy systems. Following these key design principles can help your organization balance
conflicting priorities and opposing forces to build its future state architecture.
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Balance vision and improvisation
Balancing infrastructure planning (or vision) with agility (improvisation) often requires a phased approach, with work
around solutions enabling products to get to market quickly, while parallel tracking more long-term strategic investments in
future-proofing your technology infrastructure. BancoSol was able to effectively take such a parallel approach. At the onset
of their digital transformation journey, senior leadership articulated a vision and an implementation plan for the technology
stack and analytics platform capabilities which would be required to execute the bank’s digital strategy for the next five years
and beyond. The organization committed to ambitious digital adoption targets to set a north star toward which the team
should set its sights. Yet, the team also recognized that it was equally important to start somewhere, to commit to improvising
an agile approach to innovation rather than wait for the entire technology infrastructure to be deployed before beginning
development of their first digital minimum viable product (MVP). Instead, the MVP was designed to function within the
existing technology systems with the minimum modifications necessary in terms of API connections, etc., while planning to
rollout additional functionality in line with the broader technology roadmap.
Balancing vision and improvisation also requires careful consideration of what to build in house versus what to outsource.
As technology evolves, that question becomes increasingly complex. It may be easier to outsource key functions, but
institutions need to be careful about protecting their core value-add to the market and not concentrating risk by relying too
heavily on one vendor. Sub-K’s digital marketplace, SARTHI, was initially planned for in-house development, as they felt
their IT team had the needed capabilities. However, after some deliberation, they realized that it would not be worth the
time or effort to develop all of the capabilities needed internally, especially solutions that have already been commoditized
in India. The organization decided to partner with several vendors to get access to their existing solutions, with necessary
customizations. Sub-K knew that their core value-add was their unique methodology and agility to add new products and
partners to the platform, so they needed to work with a technology partner to build a platform that enabled this flexibility.
Finally, a strong and coherent technology team is critical to delivering on the vision. The challenge confronting this team
during a digital transformation is: how do we balance new digital initiatives with the tasks of business as usual? And how
should we determine what to focus on? Digital transformation requires that IT departments are clear on the organization’s
transformation priorities and can effectively prioritize incoming projects. Sub-K, for example, has established a “change
control board” tasked with assessing the business value of each request to prioritize the change requests. This board governs
the process for required sign-offs and cross-checks with all affected product owners when a change is requested to the IT work
stack. This helps IT manage delivery by prioritizing feasibility and strategic importance of various initiatives and continually
reevaluating the current backlog .
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Likewise, our partner Bina Artha Ventura in Indonesia had three standalone initiatives they wanted to pursue at the outset
of their digital transformation journey: ecommerce, digital identity, and digital lending. In an effort to combine all three
into a logical technical architecture, they made the strategic decision to prioritize development of an overarching customer
engagement platform, which would support and ultimately be able to deliver their other key initiatives.
Think strategically about APIs to modernize legacy systems
The movement toward open-banking, or the system of allowing access and control of consumer banking and financial
accounts through third-party applications, has generated a need for FSPs to be able to consume and produce data for third
parties to reap the benefits that partnerships can provide. APIs play an important role in ensuring that a company can access,
interact, and engage with a third party’s data and functions. They can also be an effective tool to modernize legacy systems in a
way that is low-cost, efficient, and does not require a complete (and expensive) upheaval of the existing core system.
At Accion Microfinance Bank, for example, the team needed to find the right partner to support their ambitions to create
a digital loan product. After finding the right partner, the organization quickly realized that to deliver the digital loan
capability, it would need to build APIs to connect with the partner’s systems. To evaluate the feasibility of this, the team
conducted an API inventory — or an evaluation of how various systems should connect and where vulnerabilities may lie.
Though this process, they examined:
1. the various integration points required for the organization’s systems to be able to communicate with various partners
or vendors to meet the requirements of the digital lending product,
2. whether these integration points already existed,
3. whether they had the capabilities needed to manage the data, and
4. handoffs that may be required between the technology and operations teams.
This inventory helped them to understand the steps they would need to take to develop the capabilities required to manage the
data exchanged through the new APIs.

Ezeh, a client of Accion Microfinance Bank in Lagos, Nigeria.
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As you go digital, ensure you are resilient
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To build resiliency, it is important to have well thought out
and structured disaster recovery plans with remote disaster
recovery sites set up with the appropriate failover and switch
back parameters in place. These can include both on-premises
(in physical server rooms) and on-cloud architecture. Cloud
technologies, particularly, can improve technology resilience
through greater regional autonomy (not dependent on other
regions to run), data backups, and automated insights for
decision-making.
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Digital transformation requires great reliance on the external
and internal technological environment. The external
environment includes the availability of mobile connectivity in
the region, the ability to connect with others over the internet,
and the technological readiness of potential partners. The
internal environment includes the systems such as the core
banking system, data warehouses, document management
systems, and office automation systems. As an FSP begins to
digitize, through greater process automation or through new
business models, the more vulnerable their systems may be
to system failures or cyber-attacks, and the more resilient its
internal environment needs to be to avoid these challenges.
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However, regulators often perceive cloud infrastructure for financial services to be risky in terms of its suitability to safeguard
customer’s personal and financial information. Financial regulators have a more comfortable view of carefully designed
cloud-based architecture held within the country’s borders. Given the low cost of using cloud architecture and the benefits
they offer, institutions can and should explore their use.
Finally, as FSPs digitize, cybersecurity is critical to ensure that the organization can reach its digital vision and the technology
stack continues to be future proof. Cyber threats and attacks have increased since the start of the pandemic, particularly
ransomware and COVID-themed phishing attacks, and organizations in the midst of digital transformation are very
vulnerable. Effective mitigation against cyber risks requires developing layers of governance, accountability, policies, and
procedures, all while creating and adhering to new norms of data protection and guidelines.
We worked with Accion AMfB, Sub-K, BancoSol, and Annapurna to recommend the
necessary systems for greater resilience. This included suggestions for finetuning their
disaster recovery plans, assessing cyber-risk solutions, regular testing, and the cultural
changes needed for staff and partners to proactively address cyber risks and ensure
business resilience and continuity planning.

Digital transformation
requires great
reliance on the
external and internal
technological
environment.

BancoSol client Felix Marcelo Quisbert in La Paz, Bolivia.
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Form partnerships
to achieve scale
We are creating a digital ecosystem that reduces the
use of cash, promotes responsible financial inclusion,
improves living conditions, and facilities access to
financial products and services to all segments of the
Ecuadorian population — especially the most vulnerable.”
– Verónica Gavilanes, General Manager, Microfinance, Banco Pichincha in Ecuador

Partnerships are key to success in digital transformation. They
can enable new ways to leverage data, evaluate risk, reach new
customers, develop new products and services, and strengthen
customer touch points. FSPs need to carefully consider when,
how, and with whom to partner. The right partners will help
accelerate your transformation agenda, bringing in agility and
expertise that are beyond the core competencies of the FSP. As
FSPs grow and evolve digitally, they are better able to integrate
with formal players in the financial services ecosystem, such as
payment providers and credit bureaus.
Partnerships are critical to expanding the reach and uptake of
financial products among underserved people by supporting the
development of a 360-degree digital financial ecosystem. We know
that providing customers with digital financial products is only
useful in so far that the financial ecosystem in which the customer
operates has digital capabilities across the value chain, including
merchants being able to accept digital payments, customers willing
to pay digitally, and suppliers to small merchants accepting digital
payments for inventory. Lacking any of these crucial elements can
generate a bottleneck within digital financial transactions that will
slow the adoption of digital financial services. To address this,
many partnerships are emerging between FSPs and other enabling
actors to drive this ecosystem. For example, FSP partnerships
with mobile network operators (MNOs) are focused on enhancing
mobile payments and increasing the usability of payment-related
technologies — and have transformed how people complete
financial transactions in many markets. As the density of digital
services available within an ecosystem grows, so too will the digital
comfort of end-customers.

Partnerships are
critical to expanding
the reach and uptake of
financial products among
underserved people by
supporting the development
of a 360-degree digital
financial ecosystem.

Header photo: Our partners, including the team at BancoSol, are
developing innovative products to help small businesses to succeed.
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DIGITIZING THE ECOSYSTEM TO SUPPORT THE MSME
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Digitizing the ecosystem that microenterprises operate within requires partnerships between the various enabling actors in the
MSME’s business and operating environment. Partnerships can enable shared data between key actors which can be used to
develop products and services that best meet the MSME’s needs, ensure that these digital tools lead to greater resiliency of
MSMEs, and finally, enable institutions to scale their services — accelerating the process toward a fully digital ecosystem.

Some FSPs, however, tend to view partnerships through the narrow lens of a vendor relationship, rather than seeking to
create something that is greater than the sum of its parts. The sticking point for many partnerships is a question of who owns
the customer relationship and their data and a lack of a clear business case that aligns the goals of all parties. However, there
are many ways to address these issues and build partnerships that work.

Some FSPs, however, tend to view partnerships through the
narrow lens of a vendor relationship, rather than seeking to
create something that is greater than the sum of its parts.
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Establish win-win partnerships
BancoSol, as one of the leading financial institutions in Bolivia, has a first-class IT team. They were able to develop their
latest customer mobile banking app completely in house, and high uptake of the product established them as a pioneer in
the market. However, when they planned to upgrade to a 3.0 version, they wanted to find a partner that could help them
get to market within 100 days. Partnering with fintech startup Flourish allowed them to layer the gamification functionality
enabled by Flourish’s platform on top of the bank’s digital assets, as a tactic to drive engagement — in this case, increased
savings deposits — within the revamped customer app. The partnership was successful because it went beyond a mere vendorbank relationship, with both entities collaborating on how to reach shared goals. Flourish was able to bring its knowledge
of behavioral science together with BancoSol’s strong understanding of their customer to develop a captivating customer
engagement strategy. The partnership was win-win for both entities: Flourish was able to enter the Bolivian market and
BancoSol was able to get to market faster.
Partnerships can serve as a mutually beneficial go-to-market accelerator. For example, a good partnership can benefit both
an FSP looking to scale their digital offerings and an ecommerce platform looking to grow their customer base. That’s why
Accion MfB teamed up with African ecommerce giant Jumia to help onboard their MSME customers onto the Jumia platform
to boost sales through ecommerce and increase MSMEs’ comfort and trust in using digitally enabled tools to run their
businesses. Jumia customers benefit through access to Accion MfB’s credit offering. Through this partnership, Jumia will be
able to grow its customer base, and Accion MfB will be able to leverage ecommerce sales data to underwrite digital working
capital loans.
Expand your definition of partner
When most people think of partnerships, the first thought that comes to mind is an alliance between two independent
entities. However, CÍVICO’s founders are not ones to let traditional concepts define the realm of what’s possible, having
invented a crowdsourcing model for citizens to map their own cities by posting missions and offering points and rewards to
those who complete tasks, such as confirming the products or services offered at a specific location. In this way, they were able
to build out the most comprehensive picture of local small businesses and other civic services available in cities like Bogotá,
Colombia, and gain a better understanding of what financial services those small businesses might need.
But for CÍVICO’s new digital lending
product to be viable, the company needed
to find a cost-effective way to mitigate risk
by verifying the business location of their
online applicants. Rather than deploying
CÍVICO staff to visit every potential
customer — as a loan officer would do
in the traditional microfinance model,
and which would be expensive and time
consuming for the start-up — CÍVICO
turned again to their crowd-sourcing
platform. They created new missions
where individual citizens were asked to
verify the location of the business by taking
a picture of it and collect information
related to perceived sales activity.
In the few cases where the business could
not be verified in this way, CÍVICO
would then deploy other more resourceintensive channels to verify the customer,
either by phone or by conducting the
visit themselves. This crowdsourcingby-default design enabled an OPEX
light business model by leaning on the
existing relationships the company
had created through their gamified
crowdsourcing platform.

The screen shot above is from CÍVICO’s website and describes how everyday citizens
can collaborate with CÍVICO to map small businesses in their city, by taking the following
steps: Step 1: “Tour the neighborhoods in your city,” Step 2: “Send us information from
each place you are able to share,” Step 3: “We will provide you with points that you can
later exchange for customer vouchers.” On this page, citizens can upload information
about a business or look for other missions to complete.
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Conclusion
and next steps
Much remains to
be done, both by
our partners and
the industry at large.
The global pandemic has taken an especially devastating toll on low-income people and small businesses. These vulnerable
populations need access to financial tools that can help them rebuild their livelihoods and gain access to the increasingly
digital economy, and they need financial services that are convenient, easy to use, and affordable. Digitizing swiftly and
effectively is vital for FSPs to meet their customer’s evolving needs responsibly and at scale.
Our global partnership with Mastercard has laid a solid foundation toward our goal of helping millions of people and small
businesses fully participate in and benefit from the digital economy. While digital transformation is a continual and neverending process, our partners have already accomplished so much. Beyond the digital products and services our partners are
launching, what we hope sticks is the transformation process itself: the willingness and ability of everyone — through the
culture of innovation and learning they create — to continue on the journey so that they can be responsive to the needs of
their customers and meet challenges and opportunities as they arise.
The digital transformation of FSPs can also encourage more people to embrace the use of digital tools and spur the digital
transformation of MSMEs. Individuals that are able and comfortable transacting digitally can connect more easily online and
participate more fully in an inclusive digital economy. To date, 1.3 million microbusinesses are actively using digital products on
a monthly basis as a result of this program. One notable example is 26-year-old Rosina Das, who with the help of Annapurna’s
digital emergency loan, was able to reopen her small grocery shop in her village of Odisha, India. Similarly, millions of other
MSMEs around the world can benefit from digital financial services to build resilience and seize opportunities.
Yet much remains to be done, both by our partners and the industry at large. Donors should play the important role of
catalyzing the digital transformation of microbusinesses through strategic investments in microfinance organizations.
Governments and regulators can take steps to reduce the demand for cash through carefully crafted regulations that
incentivize digital transactions. Finally, development finance institutions and multilateral institutions should further embrace
digital transformation through technical support that is backed with investment funding.
We hope the learnings, insights, and strategies we share here inspire others to collectively contribute to the building of an
inclusive digital economy. We are also hopeful that these examples of how our partners are addressing key challenges, while
celebrating milestones achieved along the way, can inform the approaches of other institutions as they evolve and grow in our
increasingly digital world.
Now that many of our partners have launched digital products and have others in the pipeline, our focus going forward is on
driving uptake and usage, so that low-income individuals and merchants can reap the benefits of digital financial services. To
enable greater prosperity and resilience for millions of underserved across the globe, we will support our partners to identify,
prioritize, and execute on the key activities that will support and accelerate the digital transformation of the end customer.
Ultimately, these efforts have the power to help vulnerable people rebuild from a devastating crisis and create an economy
with opportunity for all.
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Accion is a global nonprofit committed to creating a financially inclusive
world, with a pioneering legacy in microfinance and fintech impact
investing. We catalyze financial service providers to deliver high-quality,
affordable solutions at scale for the three billion people who are left out of
— or poorly served by — the financial sector. For 60 years, Accion has helped
tens of millions of people through our work with more than 160 partners in
55 countries. More at accion.org.
Accion Global Advisory Solutions combines decades of on-the-ground
experience with insights into new technologies to help institutions overcome
the strategic and operational challenges they face in driving change. With a
presence in North America, Latin America, Asia, and Africa, our experienced
global team delivers advisory support through integrated service offerings
and products — all focused on deepening the impact of providers on
underserved clients. By addressing these issues, we create well-run,
mission-driven, and efficient organizations that achieve scale, impact, and
returns. In doing so, we help families and businesses reach their economic
potential and build better lives. Learn more here.

Back cover: Socremo client Franise Buela in Maputo, Mozambique.
Accion works with clients around the world, like Socremo, to bring
financial services to underserved people and small businesses.
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