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t manyAfricarwit
veneverhad a bankattilimr
eforejointhe

globalSofftId andcontroltheirmoney
wherever theymaybe

Cashing in

Africa' s interest in

mobilemoney
On

a continentwherethemajority of peopleare
unbanked

,

there' s massivepotentialformobile
banking . But

,

asksJONHOWELL
,

is Africamaking
themost

of theopportunities?
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EATURE : MOBILEBANKING

oneymakestheworldgoround
,

or

sothesayinggoes ,

andtheglobal
economiccrisisonlywenton to

furtherunderline thepoint . Therevolution of

cashless currency is
stillonly in theearlystages

butplenty of
workhasalreadybeendone to

empowerthosewhohaveneverhadaccess to

formalbankingfacilitiesbefore .Thefuture is

lookingverybright indeed.

Globalisedmoney
Research fromBergInsight is predicting thatthe
worldwidenumber of users of mobilebanking
andrelatedservices is forecast to growfrom55
millionusers in 2009 to reach894million in 2015

,

with a compoundannualgrowth rate of 59.2per
cent . And

it won' t bethedevelopedmarkets that
willbedoingthedrivingeither

,despitethemobile
penetration ratesbeinghigherandtheprevalence
of smartphones being morepredominant.

Out of the894million
, only201mwillbe in

EuropeandNorthAmerica .
Thehotregion is due

to beAsia-Pacific
, accounting formorethanhalf

of thepredicted userbase
.
And

it' s fair to saythat
Africawillaccountfor a significant proportion of

theremaining200million or sousers . AsNorman
Frankel

,

CEO of mobilemoneysolutions
providerMi-Pay , puts it

:

" Withmobile
penetration at over270million

,

andover75per
cent of thepopulation

' unbanked '

,

Africahas
quicklybecome a globalspringboard forthis
rapidlyevolving newmarket. "

A survey fromCGAP
,

anindependent policy
andresearchcentrededicated to advancing
financialaccessfortheworld '

s poor ,

covers139
countriesandshowedhowonly30percent of

people in developing nationshaddepositaccounts
withregulated financial institutions

,

asopposed to

80percent in developedregions .Thisleaves
sevenout

of tenpeople in developing nations
excluded fromtheregulated financialsystemand
alltheservicesthatthiscaninclude . Bankstend to

targetricherclientsandleavestate financial
institutionsandco-operatives to handle the
microfinance thatruralandlesswell-offpeople
deal in . ButCGAPacknowledges thatassessing
thescale

of non-bankfinancialinstitutions'
operations is moredifficult

,

oftenwith
information being limited

or
notavailable at all.

" Mobilehandsetsare
in

anexcellent position to

becometheprimarydigitalchannelforproviders
of bankingandrelatedfinancialserviceson
emerging markets

,

"

saysMarcusPersson
,

telecom
analyst , BergInsight .

"

Peoplewhosignupfor
theirfirstmobilesubscriptiontodaywilllikely
opentheir firstbankaccount in thecomingyears
and thusjointhemodernfinancialsystem.

"

And thekeyhere is
thatthiswillbe a

worldwidephenomenon ,

notonly in terms of user
numbersbutalsowithregard to thewaytheycan
accessservices

.Mobilesubscribers nowhave

technology in theirpocketsthatwould '

vebeen

expensive 10yearsago . Functionality suchas
colourscreens or Javahavespreadalltheway
down

to thebasicend of themarket .Thismeans
thatbankingapplicationsthatcouldnotberunon
anentry-level mobile a decadeagocannowbe
usedbyalmosteveryone.

This is justthebeginning .

"

Money
management bymobilephone is becoming
mainstream

,

"

saysAlastairLukies
,

chiefexecutive
officer

of Monitise . "Aseachange is wellunder

way in howpeoplemanagetheirday-to-day
financesastheyrealisehowsimple ,

slick
,

andfast
mobilebanking is aseasyas a fewtapson a

keypad .
Astheservicesbecomemore

sophisticated andcomprehensive ,

weexpect
uptakewillaccelerate markedly.

"

Customerservices

Sowhatwillsubscribersbeable
to dowithmobile

banking? A quick look at Zain' s Zapservicegives
a measure of

thecurrentpossibilities for
customers

.

Userscanwithdrawcash or payfor
goods , paybills

,

transfermoney to relatives
,

topuptheir
(

or someoneelse' s

)

airtime . And if they
have a bankaccounttheycanalsomanage it via
theirmobileandsend or receivemoneyfrom it.

Thisdemonstrateshowmobilebankingservices
havealreadydeveloped beyondbeingjust a mobile
front-end to a traditionalbankaccount .Africahas
shown that it is willingandable to usetheservices
onoffer in waysthathadn'

t beenexpectedwhen
mobilebankingwaslaunched .

Forexample ,

purchasing top-upswasenabledviaphones in

order to sellmoreairtimebutthenpeoplestarted

using thatcreditas a kind
of virtualcurrency.

Mobilephonesalsotend
to incorporatesome

security ;

even a PINmakesbreakingintosomeone
else' s accountmoredifficultthanphysically
stealingcashfromthem .AndZapusesprotection
through a security application thatneeds a

passwordforevery transaction carriedout.
Asmobilebanking spreads ,

and
bothshopsandcustomerstake

it up ,

it

willreduce theneed forpeople to

carrycash . Payingbillscanbedone
fasterandmoreconveniently ,

and
muchmore of thefinancialprocess
canbeautomated

.The latter
is

importantwhenthekeyforthe
industry is

to offerservices to users
whohavenothadpreviousexperience

of thebankingsystem.

Prosandcons

Thosewhoalreadyhave a cellphone
andarecomfortablewithusing it are
morethanlikely to jump at the
opportunity to move to mobile
banking .Butwill it saveusersmoney?

A pricinganalysis of branchless

banking performedbyClaudiaMcKay

andMarkPickens
of CGAPfoundthaton

averagebranchless banking is 19percentcheaper
thantraditionalbanks

.Formoney transfers
,

the
saving abovethe " informaloptions

"

is
54per

cent .Moreimportantly , especially foruserswho
are likely to havesmall incomesandperform
lowvalue transactions

,

branchlessbankingsavesmore
moneythelowerthetransaction value .Thesurvey
used a sample of eightscenarios andcompared
howmuchcheaperthebanking waswhen the
depositamountwasUSD23

,

USD69
,

and
USD207 . Forthehighestvalue

,

branchless

bankingactuallycost45percentmore . Butfor
theother twoamounts

,

thesavingswere38and
19percentrespectively.

However
,

thereareproblems thatwillneed to

beconsideredasservicesarerolledoutfurther
intoruralareas . Signingupfor a mobilephoneor

bankaccountcanrequire identification
of one

form or anotherandmanypeoplecould lackany
kind

of government documents or even a fixed
address .Forexample , Zaprequires a validphoto
IDcard to signup .

Other regulations ,

suchas
consumer protection ,

arealso in their infancy in

somemarkets . It maytakegovernment
intervention in order

to bringstability to financial
services in certaincountries.

HannesVanRensburg ,

CEO of Fundamo
,

pointsoutthateducationwillbeone
of thekeys

to success .

"

Peopleneed to beeducated in order
to trulyunderstand thefeatures of theserviceas
wellastheimportance of financialinclusion . It is

alsovitalthatthere
is a strongandknowledgeable

agentnetworkthat
is essential to deliverthat

educationandaccess. "

Hissuggestion is thatoperatorsandbanks need
to thinkbigbutstartsmall . Theyneed a modular
paymentsmodel to support thedesiredgrowth .

A

scalablesolution is alsokey in order to meet
regulatory standardsandable to ensure

interoperabilitywithbanks
,

vendors
,

and
operatorsasmore

of thementerthemarket.

PhilipSowah
, countrymanager of ZainGhana

, speaks to thepress
at theZap launch . Ghana is theseventhAfricancountry to offer
theoperator' s mobilebankingservice
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Paying forgoodswithmobiles in someNorthAfrican

countries is likely to beginwithonlineshoppingand

digitalcontent
,

butwillspread to ' real
'

shops ,

too

Creovaofferssuch a solution .According to

thefirm' s CEO
,

RamziEl-Fekih
,

itsMdinar
mobilepaymentsystem (

seeBringingvalue to

Tunisia
,

below
)

is
a lotcheaper and a lotfaster

foroperators to deploy .

" Forexample ,

if

tomorrow a musicstorewants to integrate its
musicwithitscatalogueformobileusersthenwe
canturnaround anddo it in a week or

two
,

at

Anm-walletsolutioncalledMdinarwas

launchedearlierthisyear in Tunisia . It'
s offered

bymobileoperatorTunisianaandtheBanque
InternationaleArabedeTunisie

(

BIAT
)

,

in

partnershipwith a microfinance institution in the
country (

ENDA
)

and a serviceprovidercalled
Viamobile . However

,

theunderlying technology
powering theservice

,

hascome fromCreova.

TheMdinarserviceoffersperson-to-person ,

top-up ,

andloanpaymentservices from a

user' s mobilephone .
It alsooffersmultiple

features
, includingtheability to viewaccount

balances
, history of transactions

,

andthe
possibility to saveandusethelist of people
frequentlyreceivingpaymentsfromtheuser .

It

alsoallowssubscribers to send a request for
money to anotherperson.

" Ourpayments solutionsystemdoesnot
simply interface to a

loanmanagementsystem
byjustproviding a standard interface

,

"

says
RamziEl-Fekih

,

Creova' s CEO . "Atypicaluser

wants to seeallloaninformation
(

suchas
amounts

,

dates
, history )

,

andtheloanprovider
wants theprocessing to behandled in

real-time
andautomatically (

withnopaperwork or

SOUTHERN AFRICANWIRELESS COMMUNICATIONS !kJ'

mostfourweeks .
WithMdinar

,

weactuallyput
thewholethingtogetherandwent to trial in not
even

a
month. "

Africansuccessstory
Mobilebankingservicesarespreading ,

basedon
thesuccess of previousservices . Forexample ,

ZainstartedwithKenya ,

Tanzania
,

andUganda
in February2009 .

Thesedeployments workedout
sowellthat in January thisyearthefirmlaunched

in NigerandSierraLeone . Ghana
,

whichhasan
estimated80percent of itspopulationcurrently
unbankedaccording to

Zain
,

hasalsodeployed
Zap .

And in Malawi
,

theoperator is currently
running a commercial trialsystem.

Toputsomekind of
numberonhowmuch

money is
to playfor

, figuresfromtheUnited
Nations InternationalFundforAgricultural
DevelopmentreportshowthatAfricansabroad

aresending USD40billionhome
.
Theoperators

wouldnaturallywant to get a slice of thispie . But
ironically it

seemsthatthosewhopushedfor
mobilebanking in thefirstplaceandprovidethe
infrastructure arenowbeingsidelined.

" Themobilepayments industryhasturned
180degrees frombeingledbythemobilephone
operatorswhoviewedthisareaas a hugecash
cow to onestrictlycontrolledbycentralbanks

insistingonbank-ledservicesthatmay or may
nothave a mobilephoneoperator in the
consortia

,

"

saysSimonCavill
,

director of

strategy , Mi-Pay .

" Thisprocessstarteddue to the
incredible success of

theinitialservice in this
spacefromM-PESA in Kenya.

"

Hegoeson to explainhowthebankingsector

wasupsetbythisandaskedthecountry' s Central

reconciliationtimeneeded
)

.
Our

technologymeetstheserequirementsand is

scalable
, interoperable withfinancialand

commercesystems ,

andadaptable to

differentsegmentsandapplications.
"

Theservice isn' t initiallybeingaimed at

mainstreamshops .

" We'
re notgoing to target

those in thebeginning ,

"

explainsEl-Fekih.
" Forexample ,

it'
s going to bewebsites that

sellgoodsandservices
, especially digital

content . Whenwegoforshopswe' ll gofor
thesupermarketchains . Sowe' re notgoing

to goforindividual shops.
"

It mightbetempting to getsmaller
tradersonboard

,

buteventhosewillbe

brought in later .

" Thesouks or themom
andpopshopsareactuallyready forthis
andwantthis . They' vebeensellingphonetop
upsthroughtheirphonewithUSSD for a

whilenowsothis is justanotherservice.

However
,

that is going to bedone in different

phases . Wewant to makesurethatwedo it

rightsowewant to
do a fewtestswithcertain

typesandthenwe' ll
move to others

.
Froman

infrastructure perspectivealltheyneed is a

Tunisiana haslaunchedtheMdinarm-walletsolution

fromCreova . Theservice is still in itsearlydeployment

stagessobricksandmortarbanksaren' t under threatyet

Bank to licensesuchoperations .

"

Theynowissue

licensesforbank-ledconsortiawishing to run
mobile financialservices

,

wherethemobilephone
operator is

a subservientparty in manycases. "

GlobalfirmsareviewingAfricaas a potential
marketwithinterest . Forexample ,

m-commerce

solutionsproviderUtiba is headquartered in

SingaporebuthasbegunmovingintoAfrica .

" We

havethreecustomers in Africa at thistime
,

"

says
thefirm' s co-CEOJustinHo

,

butthat' s justthe

beginning .

" Thisindustry is gatheringsteam.

There is a growingpieforqualifiedcompanies to

benefitfromandwewillbethere to doourpart ,

"

hepredicts.
Meanwhile

,

multichannelcustomerserviceand

knowledgemanagement softwareprovider ,

eGain
,

is making a play to supportmobile

operatorsastheylaunchmobileservices .
It

aims

to
solvethecustomersupportissuesthatthenew

functionality is likely to raise . StartingwithSouth
Africa

,

thecompany is nowaiming to expand.
" We' re just in theprocess of closingan
opportunity which is

outside SouthAfrica . Kenya
is

alsoone of themarketswhich is pretty
advanced in mobilecommsrightnow

,

andwe' re

workingwithsomepartnersthere
,

too
,

"

says
Ashutosh Roy ,

eGain' s CEO . Thecompanyhopes
thatworkingwithMTNcouldlead to many
moreAfricanrollouts.

Ultimately ,

bankswantmobileservices to be
successful to allowtheirbusiness to

accessthe
unbankedsection of Africa' s population.
Operatorsneed to usem-bankingplatformsas a

differentiator thatwillbe a ' sticky'service to

keepchurnratesdown .Withsomuch to gain ,

thecontinuedsuccess of mobilebanking is
all

butguaranteed .
-

phoneand
,

at most
,

a receiptprinter.
"

Giventheproblems thatTelenorPakistan
sufferedwhenitsEasyPaisa systemwentlive
andpromisedthatuserscouldpaybillsbefore
therequiredagreementshadbeenreachedwith
electricityproviders ,

it'
s understandable that

Creovawant to do it rightthefirsttime
withoutalienating customers.
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