
Financial Inclusion
In Indonesia

An initiative by Innoviti, India and PrimaVista, Indonesia

Case Study compiled by
Victor Wong
& Vivian Yan
MBA 2010 Second Year Students
at
LondonBusiness SchoolTheSummaryDocument



The study reveals the benefits
branchless solution has over traditional
bank branches, including increases in
customers, loan activity, diversification,
and efficiency. For the bank
customers, the branchless banking
solution offers more convenient access
to financial services, lower borrowing
rates as compared to previous
alternatives, and greater financial
education.

Terminals

Introduction

Branchless Banking Using Biometric Point Of Sales Terminals
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Financial inclusion is critical to
alleviating poverty in Indonesia.
There have been many efforts by the
government, organizations, and
banks to improve access to formal
financial services in the past, and
while some of the efforts have
achieved success, a large portion of
Indonesians still live under two
dollars a day. Many in this group
are the unbanked whose livelihoods
can be greatly improved if financial
institutions can provide them with
basic financial services such as
loans and savings accounts.

Reaching the customers is one
challenge that financial institutions are
facing when trying to provide services
to the large unbanked population.
Parts of the population are either
located far from bank branches or feel
uneasy about going into bank
branches. Portable electronic data
capture devices with biometric and
smart card authentication are seen as
a solution that can enable banks to
quickly expand and service remote
customers in a secure manner to
promote financial inclusion in
Indonesia.

Executive Summary

Innoviti and its local integration partner,
PT PrimaVista Soluti, have
implemented a branchless banking
solution for a leading bank in Indonesia
in 2008.

In this case study, we look at the use
of biometric POS terminals to expand

The customization and integration of
the biometric solution was completed
in approximately 5 months and went
live in late 2008. In just a short amount
of time, the Bank opened 485 new
micro-branches using the secure
technology, enabling to service
thousands of customers in wet markets
who previously had limited banking
options. This represents a significant
expansion of the Bank, which enables
it to reach an entirely new market
segment.

the bank’s reach and to provide
financial services to the unbanked
population.

Bank Background

The Bank had long been serving
military and civilian retirees in
Indonesia. The Bank, which was
controlled by the government, recently
went public and sought to expand its
business. Recognizing the huge
potential of the “mass market”
unbanked population, the Bank,
through the consulting services of
PrimaVista, implemented a branchless
banking solution to reach these
customers.

The customization and integration of
the biometric solution was completed
in approximately 5 months and went
live in late 2008. In just a short amount
of time, the Bank opened 485 new
micro-branches using the secure
technology, enabling to service
thousands of customers in wet markets
who previously had limited banking
options. This represents a significant
expansion of the Bank, which enables
it to reach an entirely new market
segment.

The customization and integration of
the biometric solution was completed
in approximately 5 months and went
live in late 2008. In just a short amount
of time, the Bank opened 485 new
micro-branches using the secure
technology, enabling to service
thousands of customers in wet markets
who previously had limited banking
options. This represents a significant
expansion of the Bank, which enables
it to reach an entirely new market
segment.

In this case study, we look at the use of
biometric POS terminals to expand
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Biometric System

The Innoviti TrueID biometric system is
a portable biometric point-of-sale
system designed for usage in remote
locations and is ideal for rural financial
inclusion programs. The connectivity
capabilities of the system allows for
both wireless and wired usage. Power
is drawn from a long-lasting battery
system, enabling uploads and
settlement in remote areas in absence
of power.

The hardware portion of the solution is
an electronic data capture device
consisting of a VeriFone Vx610
handheld point-of-sales device coupled
with Innoviti’s True-ID biometric
sensor. The Vx610 can read a smart
chip card that contains the customer’s
information for offline transactions and
additional security. Integrated on the
terminal is an optical sensor from
Innoviti that allows for biometric
verification.

The hardware device communicates
with an integrated authentication and
transaction server platform hosted at
the Bank. Telkomsel, an Indonesian
telecom provider, handles wireless
communication from the handheld
device to the authentication server via
their GPRS network. The platform
securely interfaces with the core
banking systems at the Bank through a
gateway for a fully integrated solution.

Transaction Process Flow

Following standard procedures, bank
employees can offer remote customers
banking services that are similar tothose offered at traditional bank
branches.

1) An Off-branch Transcation Officer
(OTO) travels to reach bank
customers at convenient offsite
locations.

2) A bank customer hands over his
personal smart card to the OTO. In
the case of deposits and transfers,
the customer also hands over
money.

3) The OTO counts the amount of
cash that was handed over.

4) The biometric POS device scans
the customer’s fingerprint and
attempts to wirelessly authenticate
the customer through the
authentication server sitting at the
Bank.

5) If the customer is properly
authenticated, the device will allow
transactions to be made.

6) The customer, with the help of a
bank employee, will select the type
of transaction to be made. A
customer can deposit cash,
withdraw cash, check balances,
and check their account history.

7) The customer account information
at the bank is securely updated.

8) After the transaction is completed,
the device will print out a
confirmation receipt of the
transaction using an integrated
printer.
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Following  standard  procedures,  bank
employees can offer remote customers
banking   services   that  are  similar  to
those    offered    at    traditional    bank
branches.
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Benefits of the Solution

Innoviti’s branchless banking solution
has been successful thus far, bringing
benefits to both the bank and
customers of the bank.

Higher interest rates:
Interest rates for micro banking loans
yield a relatively high return compared
to traditional loans, adding to the profit
margins of the bank. The interest rates
for loans through micro banking are
still lower than the rates of loan sharks,
which can be around 30% a year.

Low default rates:
Studies have shown that microfinance

loans tend to have low default rates. In
addition, the added mobility of the Off-
branch Transaction Officers allows the
bank to be physically closer to their
customers in order to monitor their
activities.

Improved “Know Your Customer”
norms:
In Indonesia, the rural poor may not
have reliable identification. The
previous way to conduct business is for
a bank officer to recognize the face of
the customers and track where they
live or work. Biometric technology is a
superior way for banks to identify their
customers, which improves efficiency
and reduces the risk of delinquency.

Improved efficiency and reduction in
operation error:
Biometric authentication and the
capture of electronic data provide a
systematic process that reduces
operational errors by bank officers and
enhances businesses continuity as a
result of its automation process.

Fraud reduction:
Previously some banks in Indonesia
tried to tap into the microfinance sector
without the assistance of electronic
data capture systems. The
unmonitored procedure creates a
situation where the bank’s reputation is
at risk. The biometric solution, with its
data capture and reporting capabilities,
creates an electronic trail that is
instrumental in reducing the risk of
fraud.
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Increased customers and loan activity:
The Bank that implemented Innoviti’s
solution in Indonesia quickly gained
access to a larger share of the market.
This bank experienced a 50% increase
in loans and a 60% increase in
deposits within a year.

Bank Impact

Branchless banking helps the Bank
reach a new customer segment and
further diversify its loan portfolio. The
type of micro-finance customers that
the branchless banks can attract differs
from the traditional banking client. As
a result, the business risks associated
with banking these customers have low
correlation with other banking activities
in the financial sector.

Diversification of loan portfolio:

Fraud reduction:
Previously some banks in Indonesia
tried to tap into the microfinance sector
without the assistance of electronic
data capture systems. The
unmonitored procedure creates a
situation where the bank’s reputation is
at risk. The biometric solution, with its
data capture and reporting capabilities,
creates an electronic trail that is
instrumental in reducing the risk of
fraud.
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Customer Impact

Convenient access to financial
services:
Branchless banking allows customers
to be geographically closer to banks
and provides a quick way for banks to
have more “locations”. Indonesia
averages 6.7 bank branches for
100,000 adults. Developed
economies, like the United States and
Europe, average 4-6x more banks per
capita than Indonesia, making it more
convenient for customers in those
countries to conduct banking
transactions.

Increase in savings and investing:
A simple bank account helps the poor
save, purchase goods or make
investments that they cannot afford
immediately. The alternative to a bank
account is to place cash in their homes
or with relatives. These alternatives
are neither as safe nor as structured as
having a bank account. Making it
easier to save by allowing smaller
opening balances and having more
conveniently located branches
improves savings rates for the un-
banked populations.

Improved terms for other related
financial services:
The possession of a bank account
indicates financial stability and

provides the lending institutions some
form of collateral, which enables a
bank customer to negotiate more
favorable terms for other financial
products. This process also provides
the bank with a better understanding of
and more information on their
customer’s spending habit.

Transfers and bill payment:
Money transfers and bill payments
capabilities enhance the efficiency of
the work-flow for the self-employed. A
merchant with a bank account has a
better understanding of their cash flow
through an official record of transfers
and will not need to hold onto as much
cash and thereby reducing the risk of
theft.

Financial Education, Inclusion and
acceptance:
For the rural population that could not
read or write, biometrics offers a
simple unintimidating way for the users
to be included in financial services.
The segment of un-banked population
often are not comfortable visiting
traditional bank branches but also
require the association of a bank
employees in order to build up trust for
any sort of financial services. Thus,
this created a situation where the bank
employees need to go to the customer.
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The   possession   of   a  bank  account
indicates financial stabil ity and
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Conclusion

Conclusion

In addition to the benefits that the
biometrics system and branchless
banking provide to the Bank and its
customers, the system also helps to
increase the number of financially
included. This can promote positive
external effects that can be substantial
for communities. These external
benefits are both economical and
social.

The social benefits of financial access
is one of the main reasons why
international organizations, rate
financial inclusion high on their priority
list of activities in Indonesia.

The use of biometric point-of-sales
terminals to enable branchless banking
promotes financial access. The Bank
was able to reach and offer the
unbanked population with relevant
products. The wide coverage and
relative ease of deployment of the
biometric POS terminals allows the
Bank to provide financial services to
customers in over 1500 wet markets
throughout Indonesia.
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When banks are able to reach and
provide loans to all the businesses
needing credit, the positive effects on
the overall economy can be significant.
In addition, there may be multiplier
effects on the local and domestic
economy as a whole if additional
business activity is generated and
domestic consumption increases.

Economic impact

The social benefits of financial access
for the poor are well studied. Financial
inclusion enables higher savings,
which are a source of investment
capital. Over time, these investments
can lead to higher income generation
and trigger a whole host of social
benefits, such as better nutrition,
health, and education. In addition,
communities can experience job
growth from small businesses. Finally,
financial access promotes financial
buffers that insulate the lower income
population in times of instability,
whether it is due to acts of nature,
politics, or economic cycles.

Social Benefits



Innoviti help businesses serving consumers organize and process the information generated in a
consumer transaction, thereby reducing their cost of operations and allowing delivery of
innovative experiences. The company provides technology solutions in the areas of financial
inclusion, payment processing and marketing technologies to financial institutions and retail
industries. Innoviti solutions in the financial inclusion space are used in India and internationally
in Indonesia, Nigeria, Malaysia and several other emerging economies.
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PrimaVista is an Indonesian company with over 250 staff spanning 15 Indonesian cities. The
company distributes, provides consultancy, and supports end-to-end secure electronic payment
solutions. Its product range includes payment terminals, smart cards, network controllers,
contactless payments, and biometric payment systems. PrimaVista’s solutions have been
recognized both in Indonesia and internationally. Some of the international awards that they have
received include VeriFone President’s Club 2007 and Circle of Excellence 2008 Award for best
innovation in the world.

For further information please visit www.primavista-solusi.com

For further information please visit www.innoviti.com


