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Since late 2008, Fullerton India Credit Company Limited has introduced
Innoviti!s biometric POS terminals and smart cards provided by a third party to
deliver   its    microfinance   products . This   report   is   based   on  the   study
conducted  at Akkalkot  branch, a microfinance unit of Fullerton.

In this case study, we describe  the  use of biometric POS terminals and
smart  cards to  deliver Fullerton microfinance products and analyse its impact
on the end customers and the efficiency of product delivery.

The  study  reveals  that  biometric  POS  based  collection  system has
resulted in greater speed  and convenience,  more  security  for the customers
and staff, reduced  operating  costs  and control risk and fraud at the back end.
In addition, t

With  this  system,  the  group  meetings   are shorter  as  manual dealings are
avoided  and  a   collection officer  spends   only  a  few  minutes  in  collecting
weekly  EMI!s. Hence,  the   scope  of   this  case  study  is  to  give  a  detailed
overview of the Fullerton  foolproof  biometric  enabled product delivery system
using Innoviti!s biometric products and solutions.

he  use of  biometric customer enrolment system  ensures that the
loan which is  sanctioned  to  a  female  members  group is disbursed  to  them
only,  has resulted   in   increased  transparency  and  women!s  empowerment.

Executive Summary

Microfinance   Institutions ,  Banks  &  NBFC!s  around   the   world   are
increasingly experimenting  with innovative  solutions  to  deliver  microfinance
products   in  rural   markets.   One    such    solution,    which    has   achieved
prominence,  is  the  use  of   biometric  authentication system. Fullerton   India
Credit    Company   Limited   has   also   introduced   and  implemented   this
system  using Innoviti!s  biometric POS terminals.

Payment  system  based  on  biometric  authentication  and  smart cards
offer  several  advantages  over those based on other more traditional forms of
identification, such as:

1. Smart cards offer exceptionally  strong  security  and it is virtually impossible
to copy a card or manipulate card data. In addition  this enhanced security also
allows  providers  to  store  data  and  fingerprints on the card itself, particularly
useful if the cards are used in areas with limited connectivity.

2. Biometric system ensure that the intended customers are physically present
at  the  time  of transactions  are processed that not only helps prevent identity
theft but also controls misuse & fraud.

3. Collecting   customers    biometric  information  during  enrolment  results  in
reduced risk, as fictitious or duplicate customers are weeded out of the system.

Setting up this kind of system to deliver microfinance products may have
indirect  benefits as well.  First, the smart card may become a de facto ID used
for  other  purposes.  Second,   their   network  of  agents  and  POS  terminals
are  often  based  in  locations  beyond  formal banking system, the potential
impact on financial inclusion via this channel is substantial.

Introduction

About Fullerton

Fullerton India Credit Company  is  one  of  India!s  largest  non - banking
finance  companies.  It  has  a  network  of over 750 branches across over 420
towns  and  cities.  It  provides  financial  services through loans and insurance
products   to   self   employed   and  salaried  individuals  in  the  mass  market
segment. The   company   has   two   major   product  vertical  viz  Parivaar  &
Vyapaar.

750 branches across over
420 towns and cities
Over 650,000 customers

Fullerton   India  has  over  650,000  customers  who  are  serviced by its
own  Relationship  Officers.  Fullerton  India  aims to be the financial partner to
all the households in the neighborhood of the branch locations.
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Fullerton India Gramshakti

"Fullerton  India   Gramshakti# is   the   third   major   vertical  of   the
company  that deliver Microfinance products. There are 8 branches in different
states of India where these Microfinance units are operating:

1. Nipani (Maharashtra)
2. Shankeshwar (Karnataka)
3. Chomu (Rajasthan)
4. Khiartal (Rajasthan)
5.Melur (Tamil Nadu)
6. Ellempille (Tamil Nadu)
7. Ravalpellem (Andhrapradesh)
8.Akkalkot (Maharashtra)

At   all  these  branch locations Fullerton   has  executed  the  biometric
POS  based  system  to deliver its microfinance products. This study was carried
out at Akkalkot branch.

Overview of Akkalkot Branch

Executive SummaryExecutive Summary
Akkalkot

Akkalkot  is  a Taluka  under Solapur district  in  Maharashtra. Akkalkot
branch   provides   complete  range   of   microfinance  products  to  the villages
in Akkalkot Taluka. There  are  total  117  villages  that   falls  under  this Taluka
and 64 villages out of these has already been covered by the branch.

Table showing separate division of the villages covered by the branch

Towards Dudhani
Towards Wagdari
Towards Valsang
Towards Nagansur
Towards Akalkot
Towards Outreach Center
Total Villages

14
14
15
12
01
08
64

Microfinance Products

Loan Disbursement Process

The main microfinance product of Gramshakti that Akkalkot branch is
providing  is  the Group Loans  to the members  of the  groups  in  villages. This
loan  has   become   a   popular  concept   among   villages  that  helps them  in
their   financial   requirements  and   small   business   activities.  Group   Loans
product has  two   major variants:

1. Joint  Liability  Group: These  are small groups consists of 4-6 members only
and  both men & women can become a member of this group. The loan amount
limit under this category is Rs.7000/- to Rs.20000/- depending upon the group.

2. Solidatory  Group: This  is  one  center  usually  consists  of  8  groups  of  5
members  each  in one group, having 40 members in one center.  Only  women
members  are  allowed  to  participate  in  these  groups. The  loan amount limit
under this category is Rs.7000/- to Rs.10000/- depending upon the group.

The  process involves  various activities before disbursing the loan to
any  group   including  pre  loan  activities,  documentation, biometric enrolment,
smart    card    issuance,  loan   disbursement   &   generation  of   weekly   EMI
schedule etc.  as shown  in  flowchart  below:

Joint Liability Group                250                   1500

Solidatory Group                     600                   3000

Akkalkot Branch                 No. of groups Total  Members

Figures of Akalkot branch

Flowchart showing Loan Disbursement process of Fullerton using biometric enrolment

Pre Loan Activities

1. Collection of village information      2. Customer segmentation
3. Training program                             4. Group recognition test

Documentation

Identity proof, Address proof & Photograph

Biometric Enrolment
1. Capturing fingerprints of the customers

using Innoviti!s fingerprint scanner

2. Capturing photograph for smart card

Smart Card Issuance
1. Storage of customer fingerprints &

personal information on smart card       2.  Printing of smart card
with customer photograph

3.  Smart card issued and handed over to the customers

Loan Disbursement With
Weekly EMI Schedule

1. Loan is disbursed to the customers
& weekly EMI schedule is generated
for the customers.

2. Schedule is fixed for 48 weeks & falls on the
same day of every week.

Loan Disbursement Day Activities

Fullerton India Credit Company Limited
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Collection Of Weekly EMI Payments Using
Biometric POS Terminals

The  collection of weekly EMI in the field is the most important and the
crucial   part   of   the   microfinance   product   delivery  system. The  field  EMI
collections  is done   on   daily   basis  and  5  days a week  by  the Relationship
Officers  of the  company.

At Akkalkot  branch the complete system  is based on using biometric
POS terminals in the field by Relationship Officers.

10
No. of Terminals used for Solidatory groups                        6
No. of Terminals used for JLG                                              3
No. of Terminals as backup at branch                                  1

Total No. of Relationship Officers at branch                         6
Avg. No. of members covered by RO per day                  150
Total No. of members covered by all 6 RO !s in a day        900

4500

Akkalkot   branch   is   collecting   weekly   EMI   payments   from 4500
members in  a week with the help of mobile biometric terminals in the field. The
complete   process   of   collection  of   weekly  EMI payments   using  biometric
POS    terminals   and   smart   cards  is  defined  in  the flowchart   below:

Total No. of POS terminals at branch

Total No. of members covered in 5 days of a week

Downloading of Demand Sheets into the POS terminals
The demand sheets of EMI!s of the particular day of week are downloaded from
the central server into the respective POS terminals of Relationship Officers
in the begining of the day at the  branch everyday.

Field Collection using mobile POS terminals
1. Relationship Officers visits centers / groups meetings for EMI collections
2. In every center there are 8 groups of 5 members each..
3. Marks attendance of the members in the POS terminal itself.
4. Any one member from the group authenticates herself with

the smart card on behalf of the group of 5 members.
5. Payment from the group is collected & confirmed in POS terminals.
6. Group wise 5 receipts are printed in one go and handed over to

each member individually
7. The whole process completes in 10 minutes time only.

Flowchart showing field EMI collections process using biometric POS terminals

Uploading of Payment Data from POS terminals
All the respective demand sheets along with EMI!s collections received details of
the day are uploaded from the POS terminals to the central server in the end
of the day at the  branch everyday.

Challenges Faced

Overall, the implementation of the Integrated biometric payment system
has   proceeded   remarkably   well   without  any  major  challenges. During the
initial   course   of   introduction,   the   staff   has  encountered  minor  problems
related  to  using   biometric  enrolment  scanner  & uploading and downloading
data  to  and  from  POS  terminals,  which  was subsequently resolved through
process enhancement.

Impact On End Customers

Impact On Efficiency

1. : Use   of   smart   card   &  EMI   payment via  biometric  POS
terminals  adds  convenience,  reduces  time  spent  in  weekly  meetings.

2. :  Biometric   authentication   ensures   security   for  customer as they
have to be  physically present at the time of transaction.

3. :  Printed   receipts  given to customers  serves  as an
evidence of payment.

4. : Biometric   ensures  that  the  loan is
disbursed   to  the  female  member  only, and not their husbands or brothers
has resulted in women!s empowerment.

5. : The smart card payment could potentially affect the
female customers by raising their level of financial literacy.

6. : Smart card issued may become a ID for the customer
and can be used for delivery of other products & purposes.

Convenience

Safety

Evidence of Payment

Empowerment of Female customers

Financial Literacy

Used as customer ID

1. : Branch  estimates  that collection using POS
terminals   reduced group meetings time by almost 90 per cent. The meetings
which normally take 2 hours only take 10-15 minutes with POS terminals.

2. : As  transactions  are recorded and updated in the
POS     terminals    automatically   that    improves    the    efficiency   of   the
Relationship  Officer and makes reconciliation easier.

3. : As attendance of the members
is recorded in the POS terminals , the attendance monitoring has become
easier for  evaluating the customer for subsequent loans.

4. : The  group  meetings   are  shorter  as
manual dealings are avoided.

5. :  Biometric enrolment & authentication
during   the    transactions   ensures   the   presence   of   the  customer  that
helps controlling the risk & misuse of the services.

6. : Real  time  reports  are available at the branch &
corporate office results greater control over activities.

7. : The  reduced  cost  & smooth
functioning results increased capacity  for business expansion.
.

Reduction in operating costs

Increased staff security

Attendance monitoring has become easy

Increased  speed  &  convenience

Control risk & fraud at the back end

Real time MIS is available

Increased  ability  for  low-cost  expansion
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The Fullerton system to deliver microfinace products usingInnoviti!s POS
terminals & smart cards by third party represent an unprecedented experiment by the
company for large scale delivery of microfinance products.Overall, the
study reveals that, to date, this implementation has largely been successful.
The biometric based field EMI collections system has resulted in greater speed,
convenience and empowerment for the end customer and reduce fraud and misuse at
the back end all while cost neutral from the company!s perspective. The
analysis suggests that Fullerton will benefit and recover its investment
in a shorter time compares to its original plans as the company fulfil its agenda to roll
out the system to more branches in coming years. Fullerton plans to deliver
additional products and services via biometric solutions,will likely
increase the benefits of the product delivery system further for both Fullerton
and the end customers.

Conclusion

_________________________________
Innoviti Embedded Solutions is a leading provider of information and commerce solutions for the retail
and financial services market. It has won several awards for its products, including the Best Consumer
Electronics Product Award, Red Herring 100 Asia and CTIA Wireless. To learn more about Innoviti,

Special thanks are due to Mr. Samir Khare, Mr. Samir Kapur, Mr. Shiju Rawther at Fullerton India
Credit Company Ltd. to facilitate conducting this case study and providing opportunity to visit
Akalkot branch. Innoviti greatly appreciate the time Mr. Navin Kumar, Manager - Akalkot branch, spent
with us openly discussing the usage of the biometric devices & cards in the product delivery system.

Please visit our website www.innoviti.com
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