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Foreword

2

009 and 2010 were excing years for
mobile money. As the number of mobile money subscribers worldwide
neared a 50 Mn1, the market saw some promising launches and MNO-bank partnerships2
with a potenal to further innovaon in the
eld of mobile nancial services. However,
while mobile money is now on the agenda
of several mobile network operators (MNOs)
and nancial instuons, most are sll living
an M-PESA3 dream, seeking to replicate the
success of Safaricom’s mobile payments service. PlaNet Finance and Oliver Wyman looked
beyond payments to explore the power of mobile technology in providing low income consumers with access to a wide range of nancial products through next generaon mobile
micronance services.

With wide coverage of boom of the pyramid
(BoP) consumers, 2nd generaon mobile micronance products – such as micro-savings,
credit and insurance – can transform banking,
especially in countries with less than 10% retail banking penetraon. Extending the mobile
money oering beyond payments can signicantly increase its value for both consumers
and providers.

Greg Rung

Arnaud Ventura

Partner
Oliver Wyman
greg.rung@oliverwyman.com

Co-founder, Vice president & CEO
PlaNet Finance Group
aventura@planetfinance.org

While the success of M-PESA has been applauded, it is sll unprecedented making some
investors and providers cauously enthusiasc
about mobile money. Indeed, such an undertaking comes with formidable complexies
and the formula for success is not straighorward. This is the core topic we address in this
report. Drawing on our experiences in pilots
conducted in Africa and in Asia, we explain the
challenges in deploying mobile micronance
and oer strategic and operaonal soluons.
In doing so, we have explored two disnct innovave models through our pilots.

clude the role of regulaons in shaping emerging models of mobile money, and the role of
technology (with regard to plaorms, devices
and security) in making mobile money aordable, convenient and ecient. We will examine these later, when we move from the pilot
stage towards commercial launch.


The

distribuon of micronance through
mobile money



A virtual micronance bank, a pure
mobile play without any branch based
banking operaons

We would like to thank all the experts who
have contributed to this report through the
direcon and views they have provided, especially Daniel Radclie and Ignacio Mas from
the Bill & Melinda Gates Foundaon and Mark
Flaming, an internaonal expert in micronance and mobile banking. We hope that this
paper will provide insights into issues that
praconers across markets encounter when
deploying innovave mobile money soluons.

It should be taken into account that our learnings are limited by the scale and scope, both
in size and characteriscs, of the pilots described in the report. Some important aspects
fell outside the scope of this study. These in-

1
2
3

4

Joint study conducted in 147 emerging markets by GSMA and CGAP.
Such as Safaricom/Equity Bank in Kenya, Tameer Micronance Bank/Telenor in Pakistan, SBI/Airtel in India.
M-PESA is the mobile money transfer service launched by Safaricom in Kenya. It is among pioneer products of the mobile money world.
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Our Findings in a Nutshell

I

n this arcle, we introduce “mobile micronance” – a way of providing micronance
products through the distribuon network
of a mobile operator – and “virtual micronance bank” model, where the provider
serves its customers only through the mobile
channel, without deploying brick and mortar
branches4.


The benets of these models, observed in our
pilots, include a more than twofold increase in
access to banking, 20-50% lower operaonal
costs for the MFI and revenue or market share
benets for the MNO. The main conclusions of
our study are:
 Vanilla micro-savings have very low usage

rates. Introducing commitment driven bundled
savings5 has been effective in stimulating usage
in our pilots, boosting activity rates by 2 to
3 times. If the bundled product eliminates a
“pain point” for the consumer, it can catalyze
the movement of deposits from “under the
mattress” to a bank.
 There is typically a high seasonality of savings
among different sub-segments and partners
should consider this in their product design and
in deciding when to market products.
 A meticulous performance management system
can have a significant effect on agent behavior.
When implemented correctly, we have seen such
a system increase activity rates by up to 60%.

B

elow are our key learnings for seng up
mobile micronance, based on observaons from our eld tests:

5. Markeng communicaons for a mobile

The strategy alignment phase between
partners can oen be long and can signicantly delay launch melines. Partners should
have similar appetes for the me and investments required and should agree upfront on a
high-level strategy, while kicking o execuon
in parallel.

5.1. Given low nancial literacy in target

1.

2.

It is oen dicult for partners to agree
on a sustainable prot model. Negoaons
can be eased by on-going discussions supported by detailed customer valuaon exercises
and exclusivity to protect early investments.
The model should be both acvaons and usage based and should allow for one acvity or
product to subsidize the other.

3. Product design for such an enterprise
poses two key challenges.

3.1.

Poor understanding of the nancial
needs of target segments aects product sequencing and design.





Choice of launch product should be based
on the market’s unmet needs and readiness
for mobile money. The presence of 1st
generation products can be a precursor to
launching 2nd generation services.
Selectively targeting sub-segments and
adapting offer design to their income cycles
can reap benefits.

3.2. Most products face very low usage
post-acquision due to earnings volality
and a lack of nancial discipline. For savings,
a combinaon of commitment to save (from
the consumer) and a bundled incenve (that
drives savings rates) can be an eecve way to
smulate deposits.

4.

Poor customer experience is a key reason for dropouts: partners should create a
simple and consistent customer journey to reenforce trust, ensure access, facilitate usage
and maximize customer lifeme value.

micronance enterprise need to address two
key issues.

segments, it should smulate trust and sensize consumers towards nancial products. A
well known brand can aract customers to try
the service but it does not guarantee sustained
usage. Brand reposioning and further trust
building measures might be needed at both
product launch (through above the line campaigns) and at customer acquision (through
street markeng iniaves).

5.2. Opmizing markeng spend can be a
challenge in serving low-income consumers.
Partners can maximize the markeng dollar
impact by aligning markeng campaigns with
segments’ nancial cycles and leveraging viral markeng techniques to boost acvaons
(through events, agents and peer-to-peer interacons).

6.

Building, managing and incenvizing an
MNO’s distribuon network in tandem with
an MFI’s agent network is a complex undertaking. We have tested “Mobile Coaches” as
a way of integrang MFI-MNO’s networks
and boosng acvaons using feet-on-street
agents. Partners should also:
 Adopt a systematic selection norm to sign
up cash-in/out agents that most likely do
well on financial products.
 Implement a value-based incentive scheme
and a performance management system
for agents while also subsidizing the agent
network to ensure an attractive business for
them.

7.

Operators must nd ways to manage
risks that mulply as a small scale MFI expands services to a much larger network
through remote channels. MFIs should implement an automated risk management system
with four key levers: data-driven credit6 scoring, graduang credit, predicve loan management systems and use of borrowers’ vital
business parcipants in distribuon7.

4

There are branches in the form of cash-in/out agents, but they do not have to form part of the formal banking system.
Savings coupled with other products such as credit/insurance/high interest.
Graduang Credit: When the current loan amount for which the client qualies increases based on a metric that can enable assessment of the clients credit worthiness e.g. repayment performance of previous loan.
7
Suppliers, creditors, clients etc.
5
6
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Introduction

‘‘

2nd generation mMoney products can benefit billions of
people by giving them access to basic microfinance/banking services while creating a profitable business model for operators

T

he number of unbanked or underbanked mobile subscribers around the
world is projected to reach ~2 billion
by 20128. Today, only around 50 million9 subscribers use mobile money services. This business has seen huge growth in recent years,
both from mobile network operators and
nancial instuons, with 93 live and nearly
100 addional planned deployments10. Most
deployments so far have been focused on
1st generaon mobile money products such
as remiances, airme top-up, bill payments
and loan repayment. The transformaonal
impact of mobile money is expected to come
from 2nd generaon nancial services such
as micro-savings, micro-credit and micro-in-

‘‘

surance, especially in countries with less than
10% retail banking penetraon. A progressive
take-up of more such complex mobile banking
products will allow both telcos and nancial
instuons to benet, as they reap value from
complementary skills and deliver more value
to customers, as illustrated in Figure 1. This
report focuses on “mobile micronance” as a
way to reach a large mass of unbanked subscribers through not only payments, but also
more advanced banking products.

T

he upsides? Mobile micronance is
set to bring signicant benets for all
stakeholders. For clients, it can expand
access to banking by more than twice over the

exisng levels11. In one of our pilots, 80-90% of
the acquired mobile micronance subscribers
had never held a bank account previously. A
widespread “Mobile Operator like” distribuon model makes the service far more accessible and convenient over the exisng branchbased banking opons, reducing travel and
opportunity costs for consumers. In our pilot
in South East Asia, these savings were approximately 80%, as shown in Figure 2. These benets come together with the well-established
advantages of tradional micronance which
plays an important role in stabilizing the cashow of low income segments.

Figure 1 *
MNO/bank value creation potential along customer
migration path
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Joint study conducted in 147 emerging markets by GSMA and CGAP.
GSMA Mobile Money Deployment Tracker 2010; 45 Mn Mobile subscribers across dierent deployments.
GSMA Mobile Money Deployment Tracker 2010.
11
Gap between banking penetraon @10-30% and mobile penetraon @60-80% in the pilot geographies.
9

10
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F

or Banks and MFIs (Micronance Instuons) the delivery of nancial products through the mobile channel can
allow MFIs to move further down the income
pyramid, increasing their client base manyfold. In the case of Kenya, Equity Bank aims
to double its number of bank accounts over
a period of 15 months12 by reaching remote
customers partly with the help of their mobile
savings product. In our case studies, the MFI
in West Africa can potenally increase its sub-

scriber base by 60% by cross-selling through
the mobile channel. In our South East Asian
case, the mobile MFI has a potenal to reach
up to 10 mes the subscriber base of a typical
MFI in the country.
The mobile channel comes at a lower cost than
branch based banking. For the “virtual MFI” in
South East Asia, the operaonal costs are 50%
lower than those of a tradional MFI, as illustrated in Figure 3. These savings come from a
very lean branch model with lower adminis-

trave and personnel costs owing to the use
of a purely remote delivery channel through
largely automated processes.
Even for a tradional MFI deploying mobile as
an alternave delivery channel, cost savings
can come from an opmized distribuon model and automated or remote client handling.
In our pilot in West Africa, the MFI reduced direct transacon costs up to 37% and processing costs by around 25% by implemenng a
mobile-based loan repayment system14.

Figure 2 * 13
Cost for a savings client of the virtual MFI (in the pilot) vs. traditional MFI
(Basis points on a base of a 100; for a 50 USD deposit over 26 weeks)
Source: South East Asia Pilot
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12

Reuters; Equity bank press release, Oct 4, 2010.
Comparison drawn between the branch PnL of the virtual MFI and a comparable tradional MFI oering same product lines
(individual loans and savings as against group loans/savings) to low income segments; costs adjusted to dierences in labor and resources costs in markets of comparison.
14
For some tradional banks/MFIs, stated costs savings might be partly oset by the expenses incurred in modifying and adopng the bank’s legacy systems
to interact with MNO’s advanced mobile money plaorms. Furthermore, running branch based and mobile channels in parallel can dilute these cost savings on the overall cost base.
13
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Mobile Microfinance Pilots in
West Africa and South East Asia

F

or Mobile Network Operators (MNOs)
there are also clear benets. Some can
be quaned, such as increased market
share, reduced customer churn15, enhanced
revenue per subscriber and increased revenue
from commissions. In our pilot in South East
Asia, more than 90% of subscribers acquired
by the mobile MFI are new clients of the
MNO’s mobile money service and hence generate added revenue from commissions. There
are also broader benets that cannot be fully
quaned at this stage but include strengthening the MNO’s brand posioning and reinforcing the MNO’s appeal to clients and investors.
Of course, these benets do not come through
easily. Launching mobile micronance is a major transformaonal eort, both for tradional
nancial instuons and for MNOs. We address the key strategic and operaonal complexies in subsequent secons of this report.

With funding from the Bill and Melinda Gates Foundation, PlaNet Finance
and Oliver Wyman worked together in
early 2010 to explore the field of mobile microfinance via pilots in West
Africa and South-East Asia.

O

ur pilot in West Africa is a partnership
between one of the leading MNOs in
the connent and a local tradional
Micronance Instuon. The project has
three main goals:
 Fight poverty by enabling more people in
low income segments to build up savings.
 Promote Micro-Entrepreneurs by making
credit more affordable.
 Make life easier for the unbanked by bringing
microfinance products to mobile phones.
The MFI aims to achieve these goals in three
ways. First, it allows customers to make deposits on a saving account using their mobile

phone, regardless of their locaon. Second,
it oers a product that allows customers to
repay their loans remotely, using a mobilebanking plaorm. Third, it develops new retail
points for mobile money operaons, thus giving easier access to products for its customers,
while generang added revenue and new customers for the MFI.
Our pilot in South East Asia is a partnership
between a leading domesc MNO and a startup branchless bank. The key objecves are to:
 Increase access to core banking products
for low income consumers living in remote
locations.
 Increase banking convenience by enabling
people to save money by going to outlets
near their homes.
 Develop a low cost and competitive
operating model with financial gains for
the Bank and its distribution partners (the
MNOs and 3rd party distributors).

Figure 3 *
Cost to serve savings client for the virtual MFI (in the pilot) vs. a traditional MFI
(Basis points on a base of 100; for a 50 USD deposit over 26 weeks)
Source: South East Asia Pilot
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Key Challenges in Mobile
Microfinance Deployments
Complexities in deploying a
successful mobile microfinance
enterprise are many; operators
need a holistic strategy that
carefully addresses all the delicate elements of the business
model

design. Our main learnings are outlined below.
Many factors aect the development of mobile
nancial services. While a model may succeed
in one region, it may struggle in another due to
diering nancial needs or behavior of target
subscribers, the maturity of the banking and
telecom markets, strategies adopted by providers or regulaons. For example, M-Pesa was
not inially as successful in Tanzania as in Kenya because of dierences in the mobile banking landscape in the two countries16.

We engaged with the partnering banks and
MNOs in four countries over a period of 8
months to support various acvies including
strategy renement, business planning, market research, product design and tesng, distribuon strategy design and operang model

Given the capabilies required to oer mobile
nancial services and the regulatory regime in
most markets, a mobile micronance enterprise can be delivered only through strategic
partnerships. Some of the partnership opons
are illustrated in Figure 4 below.

‘‘

‘‘

P

artners in this model aim to set up a “virtual Micronance Bank”. This Bank will
use the MNO’s exisng agent network to
distribute nancial products to unbanked clients. It does not intend to own a convenonal
banking arm or brick and mortar customer services branches. The key principle at which such
a virtual micronance bank operates is that
several of its core funcons are outsourced
and the key task of the bank’s human resources is to manage partners be it for distribuon,
client servicing or data management. The
banks’ oces do not serve as cash-in/cash-out
branches but purely as partner service centers
and most of the acvies are automated and
centralized.

Figure 4 *
Mobile Microfinance: Partner models tested in pilots
Source: Pilots and Emerging Mobile Money Models

16

“Virtual Bank”

“Hybrid MFI”

Mobile Network
Operator(s)

Mobile Network
Operator(s)

Mobile Network
Operator(s)

CGAP: Mobile Banking in Tanzania, July 2009: This dierence is aributed to three main factors:
1. Tanzania is more geographically spread vs. Kenya which is densely populated, making it dicult to opmize agent outreach.
2. Vodacom in Tanzania faced s compeon from exisng mobile payments providers when it was launched. On the other hand, Safaricom was the dominant player with more than 2/3rds of market share in
Kenya. at the launch of its mobile payments service. It was also one of the rst providers of mobile payments.
3. Vodacom Tanzania had a lower control over its agent network than Safaricom in Kenya and also had signicant dierences in its posioning compared to Safaricom in Kenya.
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W

e have subsequently split
the business
model of a mobile micronance enterprise into six
key funcons which need to
come together in harmony
to ensure a successful mix.
These funcons are illustrated in Figure 5. Each of
these plays an important
role in the delivery of services; however some are more
complex than others.

B

Figure 5 *
Business model elements of a mobile MFI
Source: Assessment of Pilots in South East Asia and West Africa

We will focus in the coming
secons on the seven broad
areas that posed the highest
implementaon challenge
or emerged as key strategic
levers in our pilots. Some
of the elements fell outside
the scope for tesng in the
pilots, owing to a relavely
limited scale of operaons.

A
A

Partnership Set-up

#1

#2

The eort and me required to
align partners fully on strategic
areas can signicantly delay
project launch, pu"ng success at risk.
The me taken in aligning the strategy and
agreeing on the way forward was signicant
in both our pilots. Partners took almost a year
to reach advanced stages on strategy design.
Some of the most common issues encountered in strategy design were choice of products, pricing, target segments and branding
decisions. In terms of strategy execuon, partners made a signicant number of iteraons in
nalizing the scope of work and the data man-

It is o!en dicult to agree on
a prot model that is sustainable for the MFI while being
suciently aracve for the MNO.

agement approach. The most common reason
for this issue is a lack of understanding of the
customer and of the partner’s assets, and how
they can best be leveraged. For instance, in the
case of the West Africa pilot, the MFI already
had ten exisng and planned products, along
with its own money transfer oer, which needed to be raonalized alongside the MNO’s mobile money products upon the launch of the
mobile micronance partnership.

The prot model directly aects the pricing for
the consumer and is hence a very crical element of the partnership. O!en mulple iteraons are required before xing both the basis
for pricing as well as the levels. This happens
mainly due to a lack of understanding of customer economics before the pilot, especially if
the service is new and the adopon rates cannot be accurately determined.

17

Given the studies conducted are in a pilot stage, operator-bank relaonship structuring (parcularly forms of partnership and related legal, commercial, operaonal terms) and governance (parcularly management control and decision making) have been excluded from the scope of the paper. Interested readers can refer to the recommended publicaon: ”Mapping and Eecvely Structuring Operator-Bank Relaonships to Oer Mobile
Money for the Unbanked” by Neil Davidson, GSMA Mobile Money for the Unbanked, which elaborates this topic in detail.
18
While Regulatory and Licensing can pose important challenges in many markets, given the broad range of issues involved in this, we have le! it outside the scope of the current paper. Interested readers can refer to the
recommended publicaon “Regulang New Banking Models that can Bring Financial Services to All” by Claire Alexandre, Ignacio Mas and Dan Radclie from the Bill & Melinda Gates Foundaon,
which elaborates this topic in detail.

10
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B
B

Marketing

#3


Product design for such an
enterprise poses two key
challenges.

3.1 The financial behavior and pain
points of low income segments are not
well understood, making it tricky to
choose and design suitable products.

The foremost queson is that of product sequencing, in other words selecng which
of the rst and second generaon products
should be oered in a given market. For instance in our West Africa pilot, we found that
the uptake for the mobile money soluon was
relavely low, but the MFI was suciently sophiscated to launch complex banking products. Hence, we rst introduced the MFI to
simple mobile payment products to give both
the MFI and its customers me to learn.
A subsequent challenge is to develop an oer
that is well suited to the needs of low income
subscribers. Most of these subscribers have
been largely cash dependent and their nancial behavior is very unsophiscated. Inadequate upfront investments in understanding
these subscribers can result in the design of
products that don’t t into their nancial life.
For instance, we noced in our pilot in Asia,
that the rst savings product were unable to
mobilize client’s deposits despite a heavy markeng push, simply because the product did
not address the client’s nancial pain points.



3.2 Most products face very low usage
rates post-acquisition.

#4

Poor customer experience
can result in drop outs a!er
inial usage of products.

We have seen mulple factors that can lead to
a loss of the client’s trust a!er acvaon. In
our pilots such factors included delay in SMS
conrmaon a!er deposit, inconsistent experience with dierent cash-in/cash-out agents,
a dierence in balance tally between client’s
passbook (self recorded) and the bank’s statements, due to manual recording mistakes and
other factors. In the case of the West Africa pilot we saw transacon failure rates as high as
30%. Most of these subscribers were not using
the service subsequently.

#5


Markeng communicaons.

5.1 Given low financial literacy in “Cash
Societies”, a key role of the marketing
communications in launching an
innovative financial product is to build
trust and to raise consumer awareness.

The target segments of mobile micronance
services have typically had very limited exposure to nancial products before. The benets
and advantages of formal banking are not
therefore apparent to them. In one of our pilots we noted that 60-70% of the mobile savings subscribers inially thought of the mobile
micronance product as an airme top-up or a

money transfer service, due to the wide recognion of the MNO’s mobile payments brand.
Moreover, we observed that even in periods
when consumers stated that they saved more
than 30 USD per month, they were only putng small porons of that (5-10 USD) into the
mobile banking account, indicang limited
trust in the service. These examples show that
nancial awareness is a key role for marketing funcons and that the posioning of the
brand needs to take this into account.


5.2 At early stages, on a small
customer base, optimizing marketing
spend can be a challenge.

Most o!en, MNO’s mobile money business
models mainly rely on person-to-person remiances, while other mobile micronance
services are not suciently substanal to
jusfy large scale communicaon budgets.
Hence, MFIs need to nd ways of acquiring
subscribers at a low cost and devise eecve
markeng tools to maximize acvaons and
usage. In one of our pilots, a cost assessment
exercise revealed that if markeng expenditures of the virtual MFI were as high as a convenonal mid-large scale MFI19, the subscriber
acquision cost would make most customers
loss-making, given the exisng transacon
sizes. Se"ng a higher minimum transacon
size, on the other hand, would signicantly
reduce acvity levels. Given limited markeng
budgets dedicated to the launch, this situaon
prompted the MFI to devise ways to opmize
their markeng spend for maximum impact.

Customer acquision can be easy for a service
that is provided for free. For example, free
acvaon of savings accounts in our pilots
helped the agents acquire up to 60-70% of
their leads. However, sustained usage of the
service has been the biggest challenge in our
case studies. In case of the West Africa pilot,
less than 5% of the customers were acve
inially. Similarly in the South East Asia pilot,
around 70% of the acquired subscribers on
the rst savings product never used their deposit accounts for any transacon. This largely
stems from the fact that low income segments
o!en have highly variable incomes, very basic
knowledge of nancial products and most are
not disciplined savers. We noced that almost
20-30% of subscribers in the pilot were dormant due to a lack of understanding of how
exactly to use the products. To overcome this
barrier, tradional MFIs have maintained a
handholding approach, staying very close to
the customer, which might not be scalable or
cost ecient for a sizeable customer base.
19

Comparison drawn to a comparable MFI owned and run by the same conglomerate with ~40,000 subscribers.
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C
C

Sales & Distribution

#6

Building, managing and incenvizing an MNO’s distribuon network in tandem
with an MFI’s agent network is a complex
undertaking.

The agent networks of an MNO and an MFI
are signicantly dierent in structure, and
the skills of the agents themselves are very
dierent. This can become a key issue when
deploying a joint network of agents for delivery of mobile nancial services. Typically,
the MNO’s agent network has a number of

layers (not directly controlled by the MNO)
with a large-scale presence and a high clientto-agent rao. Agents have narrow agent skills
sets (owing to the commodity nature of core
mobile products). In certain MNO networks,
the operator only exerts limited control over
the network, mostly run by 3rd party distributors20. The MFI agent network on the other
hand is limited in scale; loan agents are highly
skillful sellers as well as nancial tutors; they
are used to close proximity to the customer,
and most of the network is controlled directly
by the MFI. This makes it dicult to translate

the enre MNO’s agent network into a mobile
money distribuon network.
In addion, the commission levels on telecom
products can typically be much higher in both
amount and volume, compared to nancial
products which inially have low uptakes.
Such dierences make co-managing the two
systems a major challenge. We faced this challenge in pilots where the MFI encountered signicant resistance from airme sales agents in
taking on oat management responsibilies,
owing to a lack of me and low commission
incomes from mobile savings products.

MFIs also need to nd ways to scale up their agent networks at an opmal pace especially when the MNO’s mobile money
networks do not provide the required capillarity. For instance, in one of our pilots, many of the MNO’s exisng cash-in/cash-out
agents (for remiances) are in urban/semi-urban areas. Subsequently, the MFI expects to build up its cash-in/cash-out network
for rural areas from scratch.

D Risk Management

#7

Operators need to nd ways
to manage risks that allow a small scale MFI to expand services to a much larger network
through remote channels.

Unlike tradional micro-lending, remote channels ulized by a mobile micronance instuon to deliver credit products can increase the
MFI/Bank’s porolio at risk. The virtual Micro-

20

12

D

nance Bank in our pilot study aims to provide
loan products, disbursed on the subscriber’s
mobile wallet in a completely automated and
centrally controlled way. Tradional MFIs have
used close customer contact to achieve singledigit default rates but this model is expensive
and not scalable. For the virtual micronance
bank in context, the client/loan agent rao
can be almost 5-8 mes that of a tradional
MFI thanks to the higher level of automaon. The lack of close customer contact needs

however to be compensated with dynamic
and automated credit risk management, by
way of reminders (via automated SMS), data
driven aordability assessment, robust recovery measures and use of partners/channels to
maintain customer proximity. One of the key
steps in our pilot was to ne-tune the automated credit risk management acons to ensure low default rates without the need for the
MFI’s direct agents to regularly visit clients.

For instance, in Tanzania Vodacom had relaonships with only six dealers who run its enre agent network whereas Safaricom has 300 such relaonships in Kenya.
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The Solutions: Strategic and
Operational Learnings from Pilots
In this section we recount the challenges stated above and provide learnings
gathered from our pilots along with experiences from other markets.

Partnership Set-up

#1

Achieving strategic alignment: Partners should have a
similar appete for ming and
investments; they should agree upfront on
a high level strategy for four core areas and
kick-o execuon/pilot at the earliest.

We believe that in order for partners to move
in tandem, they need rstly to agree on the
investments each one is willing to make in
deploying mobile micronance. In addion,
upfront agreement is crucial for the launch
ming. We have seen mulple occasions in our

pilots when one of the partners has had to put
valuable me and resources on hold due to
changes in the strategic plan as well as delays
in decision-making from the other party.
In addion, we have idened four core strategic areas for which partners should achieve
substanal agreement upfront. These include
the scope of acvies, target segments, product/services and the distribuon model. The
key quesons that should be addressed at this
stage are illustrated in Figure 6. This process
will allow partners to move in the same direcon as they begin the execuon phase. Each
item of strategy can then be detailed and dif-

ferences ironed out in parallel, either through
pilots or while ge"ng the organizaon ready
for commercial launch. A!er the inial iteraons between partners (on market studies and
strategy design) in our pilot in South East Asia,
as well as in West Africa, a fully-aligned detailed launch strategy was sll missing. Subsequently, the partners went ahead with a pilot,
with most of the strategy elements detailed in
tandem with operaonal learnings from the
eld, thereby facilitang assessment of the impact of strategic decisions and agreement on
the dierent choices available.

Figure 6 *
Core areas for high level strategic alignment
Source: Oliver Wyman Strategic Review of Pilots

4
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#2

Agreement on a prot model that focuses on both acvaons and usage can be
achieved through on-going upfront discussions supported by in-depth customer valuaon exercises; partners might
need to subsidize certain acvies in return for others.

Our experience in Africa as well as in Asia
validates that the decision on the price point
and split for customer fees and commissions21
needs to be decided by on-going communicaon between the two partners unl customer
economics22 are well understood through pilot
tests. Business planning and customer valuaon exercises are instrumental in opmizing
protability. Some of our ndings include:
 The commission model should be a tool to
support both activations as well as usage.





In West Africa, by providing commissions
that are proportional to the number and
size of transactions, the MFI ensures that
agents push for increased usage, doubling
activity rates after the new pricing and
agent structure (elaborated in section 6)
was adopted.
While a threshold-based model23 is
appropriate in maintaining profitability
for small value transactions, it needs to be
simple enough for users to understand. For
instance, in the case of the pilot in South
East Asia, the operator adopts the same
thresholds across all products to ensure
ease of understanding for clients who
often subscribe to more than one financial
product. Percentage-based pricing24 can be
adopted, provided it is sustainable for low
transaction values.
The commissioning model should be
formulated as a whole for the entire product

suite to allow for one product/activity to
subsidize another. For example, the pricing
scheme in our pilots is designed so that the
commission paid by the MFI to the MNO for
deposits is partly offset by the withdrawal
fee charged to the customer. Also, the
operator may need to adopt a long-term
view and support certain activities at a
long-term loss. For instance, in the case
of the West Africa pilot, the acquisition of
new subscribers is subsidized by the mobile
network operator, who in turn makes
profits on subsequent cash-in/cash-out
transactions as illustrated in Figure 7.


Exclusivity in the initial stage is ideal in
helping to protect investments made by
both partners in launching mobile money,
facilitating negotiations on profit sharing, as
well as enabling partners to adopt a longterm view and commitment.

Figure 7 *
A balanced profit model that focuses on long term usage enhancement
Source: Business planning for pilots in West Africa and South East Asia

21

Service fee charged by the distribuon partner, in this case the MNO, to the lead service provider, in this case the Bank.
Transacon volumes, transacon size, wallet size etc.
Prices are xed for a range of transacon amounts.
24
When the fee is charged as a % of the transacon amount.
22
23
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Marketing

#3

3.1 The product sequence decision should
be driven by the market’s need gap as well as readiness for
mobile money e.g. in markets new to
the concept, it is advisable to start with
1st gen products to allow clients/operators to mature before launching 2nd gen
services.


When addressing the sequence of product
deployments, or which service should be
launched rst from the full bouquet of 1st
and 2nd generaon mobile money products,
several market and business condions need
to be considered. In Figure 8 we have provided some guidelines that can help achieve the
right sequence for product launches.

It might not be the best thing to launch
complex 2nd generaon nancial products amid the following condions:


Lack of partners with existing 1st generation
mobile money products/low mobile money
activity.
 MFI partners have deep-rooted legacy
systems and processes.
 There is a real need for 1st generation services
owing to high domestic remittance volume
and relatively few safe and convenient
channels of money transfer.
 Financial literacy as well as telecom
familiarity of target segments is relatively
low.
Priorizing 1st generaon products in such
condions is preferable to allow the model
to mature, enable providers to go through
the learning curve and customers to become
accustomed to simple and low-risk services
such as bill payments and remiances before being oered 2nd generaon products,

Figure 8 *
Conditions for choosing product sequence
Source: Assessment of pilots in West Africa and South East Asia
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such as savings and loans. Our pilot in West
Africa is one such situaon. While the mobile payments product exists in the market,
its acvity rate is very low and hence most
low income subscribers are new to it. The
MFI involved in the pilot is an exisng small
instuon with several tradional product
lines currently served through brick and
mortar branches and legacy systems. It has
taken more than 12 months to set-up a mobile money distribuon channel for the MFI
(for loan repayment), given the number of
complexies in integrang new models and
processes into its normal business. An immediate shi! to mobile savings or credit would
have been quite challenging for the MFI.
On the other hand, 2nd generaon mobile
money products can be appropriate if:
 There are mature and medium or large-scale
mobile money deployments in the market.
 Partnering
MFIs/Banks are relatively
technologically advanced, and can easily
integrate their core banking systems with the
MNO’s mobile money platforms.
 The volume of domestic remittances is
relatively low, or there are adequate and
convenient existing modes of money
transfer, thereby reducing the need for
mobile payments.
 Customers are financially literate, as well as
comfortable in using mobile value-added
services.
 Customers trust transactions through nonbranch/banks.
 A favorable regulatory environment that
allows testing of innovative delivery models
for mobile money.
An example of such a market is our pilot in
South East Asia. The market has mature mobile money services. The partnering MFI is
a virtual bank focused only on mobile banking products, with no convenonal banking
arm (and hence can integrate easily into the
MNO’s exisng mobile money plaorms). The
country already has a regulated and easily accessible network of quasi-nancial pawnshops
that support money transfer even in remote
areas of the country. Banking penetraon, on
the other hand, is low and exisng MFIs/rural banks are not aggressively pushing savings
products. All of these factors come together to
make condions favorable for launching 2nd
generaon products in this market through
the selected providers.
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3.1 (cont’d) developing a suitable
product design: low income segments
can be very heterogeneous in their
financial needs; selectively targeting
segments and tuning the targeting
strategy to income cycles can provide a
competitive edge to partners.

The nancial needs of low income segments
can be well understood through systemac
market research and pilot tests. In both our
pilots we observed notable dierences in the
nancial behaviors of various target segments.
These dierences relate to the level of nancial
exposure, access to banking, savings, and ming of high and low income periods. Segments
also tend to dier in terms of their occupaonal
ecosystems and cash ow needs which inuence the nature of the nancial products to be
delivered. Partners should idenfy the largest
sub-segments (by value and volume) and design products based on their typical needs. In
South East Asia, we observed that occupaon
greatly aects the nancial behavior of low-income segments. In addion, we idened the
need to segment the market geographically,
given the country’s regional disparies as illustrated in Figure 9 and 10.
Partners should also study both magnitude and
cyclical nature of the nancial needs of selected
target segments, and design products to address as well as take advantage of such cycles.
In one of our pilots we observed that owing to
the changes in income paerns through the
year, it would not be ideal to sell the same nancial product all year long. The level of savings varied signicantly, becoming negave in
certain months and increasing by 200-300% in
others, as illustrated in Figure 11. This called for
a exible product design. Such dierences were
not only seen across segments and months but
also across dierent regions within the country.
Meeng these needs did not necessarily require
a number of dierent products, but only modicaons in the design and markeng approach
to the core product. We observed that just by
reducing the minimum deposit limits, the MFI
is able to sustain acvity levels in low income
months, while in high income months it can
capture bulk deposits with targeted promoons.
Even for Safaricom in Kenya, for 1st generaon
products like money transfer, the seasonality
trends are evident – the ends of the month being higher for cash-in transacons, and weekends higher for cash-out transacons. In specic
locaons (market towns), certain agents see a
high volume of cash-out transacons in the early
morning, while the late a!ernoon transacons
are cash-in. Agents learn from these trends to
ensure their cash-oat is adequate.
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Figure 9 *
Heterogeneous occupational sub-segments
in one of the pilot geographies
Size

Segment

Saving capacity

Banking access

Specic needs
Savings

Loans

Low

Many

Many

High

Low

Many

Many

High

High

Mid

Many

Many

Mid

Mid

Mid

High

Some

Some

Fisherman/
livestock

High

Mid

Low

High

Few

Some

Farmers

High

Mid

Low

High

Few

Some

Low wage workers

High

Low

Low

Mid

Some

Few

Service employees

High

Mid

Mid

Low

Many

Some

Pensioners

Low

Low

Mid

Mid

Many

Few

Manager/Civil
servants

Low

High

High

Professionals

Low

High

Clerks/Technicians

Low

Micro entrepreneurs

Unfavorable for Mobile MFI

Slightly favorable for Mobile MFI

Very favorable for Mobile MFI

Figure 10 *
Opportunity assessment by regions
Target
segment
size

Bank density

Very High

Low

Region II

Low

Region III

MNO’s

MNO’s network
coverage

coverage

High

High

Tbd

Low

Mid

High

Tbd

Mid

Mid

Mid

Mid

Tbd

Region IV

Low

High

Mid

Low

Tbd

Region V

Mid

Low

High

High

Tbd

Region VI

High

Low

High

High

Tbd

Region VII

Low

Mid

Low

Low

Tbd

Region VIII

Mid

High

Low

High

Tbd

Region IX

Mid

High

Mid

High

Tbd

Region X

High

Mid

Mid

High

Tbd

Region

Pop. density

Region I
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Low opportunity

Unfavorable for Bank

Mid opportunity

Slightly favorable for Bank

High opportunity

Very favorable for Bank
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Figure 11 *
Income cyclicality observed in selected
occupational segments

1

: Mid
: High

High
Mid
Low

High
Low

: Mid
: High

Segment 2

2/3

Mid

Segment 1



J

F

M

A

M

J

J

A

S

O

N

D

J

#

F

M

A

M

J

J

A

S

O

N

D

#

#

#

as retailers invest in increasing their stock

4

as shop owners invest in increasing their stock

: High
: High

5

: Low
: Mid

Segment 4

Mid
Low

Low

Mid

High

High

Segment 3

J
#

F

M

A

M

J

J

A

S

O

N

D

J

High savings in Nov-Dec and Mar-Apr due to harvest sales

F

M

A

M

J

J

A

S

O

N

D

Savings are more regular but a specially high in the year end and
mid-year due to bonus payment - part of the bonus typically

#

the family from spending money
Income levels

Segment 1

Expense levels

Segment 2

High savings

Segment 3

Medium savings

Low/No savings/
need for credit

Segment 4

25
20
Average Range

USD

15
10

High

5
Low

0

Farmers Focus Group: “I store savings as rice sacks so the family can’t spend it and I can sell it when we need money”
Shop Owners Focus Group: “I invest my savings into my store products that I can sell”
# Retailers Focus Group: “I usually save 100 pesos only and keep it with me so that I can spend it when I need to”
#
#

3.2 Mitigating low activity levels:
Individual micro-savings stimulate
low usage as a standalone offering;
partners can offer commitment-driven
bundled savings that address a key
pain point, stimulate discipline and
catalyze the movement of “under the
carpet” savings to a bank through a
flexible incentive.

Our experience in South East Asia conrms
that vanilla micro-savings25 oers generate
very limited usage. We observed that less than
30% of acquired subscribers made one or more
deposits over a 4 to 5 month period when subscribed to a pure exible savings account. Our
research and subsequent pilot tests showed a
twofold to threefold increase in the level of acvity a!er adopng two approaches:
 A catalyst that incenvizes savings: We observed in our eld visits as well as in focus
groups that for most customers, the perceived
benets of formal savings were unclear. Even
a!er signicant deposit campaigning and customer educaon (through sales agents), the
deposit rates did not improve signicantly.
However, our focus group tests revealed that
one of the main disadvantages of savings products for subscribers was their high variaon of
income, which makes them hunt around periodically for nancial support through informal
channels and exisng credit instuons. Subsequently, we developed a bundled product
that could resolve this scking point by oering
other nancial products in addion to savings.
 A commitment to save that determines the
magnitude of the incenve earned: given that
most low income target segments are not selfdisciplined savers and lack ability to perform
nancial planning, the MFI in South East Asia
tested a pre-designed savings commitment
and schedule. The savings account is designed
so that the use of the bundled product attached to the account can only be triggered if
the subscriber saves regularly.

The subsequent pilot test of a commitment
based bundled savings product aracted almost 3 mes the acvity levels compared to
a standalone regular savings product, as illustrated in Figure 12. When the bundled product
met their perceived nancial needs or addresses a perceived disadvantage, we found them
more willing to save acvely. Potenal bundles
can be selected based on condions prevailing
in a given target segment or market, and can
include a credit line, a higher interest on xed
deposits or a cheaper insurance product.

25

Savings account with normal (low) interest levels, no incenves/bundles with other nancial products,
but tuned to the needs of low incomes segments such as low minimum transacon limits, no min./opening balance, etc.
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#4

Customer Experience Management: Pilot tests should
be used to create a simplied
customer journey focusing on building trust,
ensuring accessibility, facilitang usage and
maximizing customer lifeme value.
Pilot tests should be used systemacally to attain an early diagnosis of the main obstacles
customer face in understanding and using the
service. Partners should enable systems which
reinforce trust and facilitate adopon by ensuring the success of the rst transacon and
simplicity of the interface (mainly using USD or
STK), and introducing short and simple nocaon messages, proacve analysis of any transacon failures and the provision of reporng

passbooks26. The signicance of managing the
customer experience is proven by our experience in the West Africa pilot, where we idened two key areas in the customer’s journey
that were impacng acvity rates.


At activation: there was a gap of up to 30%
between the number of customers acquired
by the field agent and those activated in the
system (and hence ready to use the service).
Due to the absence of an automated
activation process, customers need to wait
to be able to use the service and might
forget how to use it or decide not to. This
issue required resolution to guarantee the
reliability of data for the purpose of MFI
commission payouts.



Post Activation: Analysis of transaction data
revealed that around 35% of the customers
attempting to make a transaction failed to
do so and dropped out. Given that 60% of
the customers who had a first successful
transaction remained active, solving the
issue of transaction failure might potentially
reduce the overall drop-out rate by up to
50%. In initial transactions, 95% of the
failures were due to password mistakes.

A resoluon of both these issues over me
contributed to signicant improvements in usage rates, as illustrated in Figure 13.

Figure 12 *
Comparison of vanilla savings vs. commitment-driven bundled savings
(double # of active accounts and ~3 times the deposit rate for later over the former)
Source: Product tests in the South East Asia pilot

26

18

A log book which is stored by customer and is stamped/lled by the cash-in/cash-out agent every me there is a transacon made by the customer.
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Based on the overall experience in both South
East Asia and West Africa, we have idened
ways to improve end-to-end customer experience management, focusing on increasing usage while reducing costs as illustrated in Figure
14. For instance, in the new prospect acquision phase, some of the best pracces include
simplied communicaon and thorough tutoring of the customer. In our focus group tests in
South East Asia, we observed that most of the
low income consumers tend to comprehend or
remember only a couple of product features, a
behavior trait that sales agents should be trained
to migate. Even the complexies of small products can almost double the me the sales agent

needs to explain the product to end users, and
increase the possibility of alienang them with
the jargon. These issues need to be considered
in designing the customer journey.
In managing an acve customer, achieving a
posive customer experience requires an easy
usage process, a consistent experience at the
point of sale and proximity of cash-in/cash-out
centers. We have seen this in Kenya, where Safaricom built the M-Pesa channels to be separate
from the airme agents – with a dierent and
standardized customer experience, and creating strong trust and reliability o!en as the sole
focus. In another observaon in the South East
Asia pilot, we saw that unless customers can

walk a relavely short distance27 to reach the
cash-in/cash-out centers, they may be unlikely to
use the service. Also in our focus groups for the
same pilot, we noted that any delays or mistakes
from the cash-in/cash-out agent could instantly
shake the customer’s trust in the service.
Finally, in terms of churn and follow-on management for limited lifeme products such as
a credit line, the mobile MFI should dene automated procedures, for example in oering
follow-on products, paperless subscripon and
so on. By doing so, the MFI in South East Asia is
able to reduce cost per acvaon, which in turn
signicantly inuences protability.

Figure 13 *
Impact of customer experience management improvement
Source: West Africa Pilot
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Drop of acvity rate is not indicated in the graph 20 since it is a monthly evoluon.
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Figure 14 *
Key stages and levers for customer experience enhancement
Source: Oliver Wyman Analysis
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#5

5.1 Building trust and
consumer sensizaon:
A well recognized brand
can generate a rst service trail but does
not assure sustained usage; brand reposioning as well as further trust building measures might be needed at both
launch and customer acquision stages.


Our focus group research in South East Asia
conrms that trust is the most important factor for low income consumers especially when
it comes to choosing whether to adopt savings
products. In our focus group research in the
South East Asia pilot, we asked respondents

across ve segments to rate seven factors related to a savings product. Summarized results
can be seen in Figure 15. In four of the ve segments, “a trusted name” emerged as the most
important consideraon when subscribing to
and using savings products with any nancial
services provider.
Hence, one of the key roles of the branding
strategy is to establish trust in the service. In
our view both the brands of the Bank/MFI and
the MNO need to be disnctly visible, preferably through co-branding. This is essenal
to combine a high brand awareness, enjoyed
usually by a MNO’s brand, with the credibility
of a bank’s brand, as shown in Figure 16 here-

a!er. In the case of our South East Asia pilot,
where the MFI’s brand was not known, having
the MNO’s brand in a co-branded logo helped
generate the rst service trail from clients. The
MNO’s mobile money brand was strongly associated with money transfer and airme load
products and hence co-branding with the MFI
helped to reinforce the product as a new banking oer for savings. It is important that the
brand can be easily associated by clients and
its posioning is in line with the target segments. Our observaon is that mass market
low income clients are likely to focus on emoonal values (such as trust and diligence) when
choosing their brand.

Figure 15 *
Savings adoption criteria ranked by focus
groups with multiple low income segments
Source: Focus Groups in Pilot Location
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Figure 16 *
The brand positioning of bank and MNO partnership
Source: Oliver Wyman Analysis, Voice of Customer Survey

In addion to a strong branding
strategy, eorts from markeng and
communicaons on consumer educaon and heightening awareness
are also typically needed during two
key stages – during the oer launch
and during the client’s acquision.


During oer launch: At this
stage, the focus of the awareness
campaign is on conveying the benets of formal banking, and inducing a behavior change to encourage nancial discipline amongst
low income subscribers. Operators
such as Safaricom and Tameer,
when launching mobile money
products, have ulized naonal
above-the-line media campaigns
with simple messages, usually relang to safety and convenience.
Alternave strategies might include endorsements from inuenal public gures, or naonwide
below-the-line educaonal cam-

22

paigns. However, our pilots were
not large enough to test the above
strategies and their impact sll
needs to be conrmed.
 During customer acquision/
sales: Educaon at this stage involves helping the customers
select the right product, making
them understand how to use it,
and how to best use it to their benet in the long-term. In our West
Africa pilot, iniang and maintaining street markeng acvies
in strategic areas has considerably
increased adopon of the service
by agents and usage by customers.
The MFI used ”Mobile Coaches”,
a unique type of agent, fullling
a combinaon of responsibilies.
These are described in more detail in secon 6. Over a period of
4 months, these mobile coaches
helped to double the acvaon
rate of mobile money for the MFI.
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5.2 Optimizing marketing spend: partners
can maximize the value extracted from
marketing expenditure by allocating
budgets based on the financial cycles of
target segments and adopting alternative
marketing techniques to boost activations.
Aligning markeng spend with the nancial cycles of main target segments can help operators
maximize impact and lower markeng costs per
acve subscriber. Referring back to Figure 11, if
markeng budgets are based on income cycles by
segment or me of the year, and subscribers are
approached at a me when they have savings,
they are more likely to start using a savings account than if they are approached during periods
of negave cash ow. Operators should adopt a
very exible approach in focusing markeng efforts along three axes: segments, regions and income cycles. From the experience in South East
Asia for mobile micro-savings, we saw that customers acquired in low income periods are more
likely to become dormant over me. We saw
less than 0.2 deposits per month per customer
in periods before harvest season (when farmers
tend to have negave cash ows). On the other
hand, heavy markeng push in high income
months almost doubled the deposit rates to 0.5
deposits per month per customer during fesve
months (when micro-business owners have high
income), increasing the value extracted from every markeng investment many mes over.

In addion, partners can use events, referrals and
viral markeng techniques to increase customer
acvaon rates. Below we have listed some of the
acquision iniaves and tools that have been effecve in the various pilots:
 Event marketing – The MFI in South East
Asia tested the impact of community events
co-branded with the MNO, such as fiesta
celebrations and weekend savings events,
on activations per dollar spent. The impact
as shown in Figure 17 was a decrease in
activation cost per client by 25% and a day
activation rate 6 times higher than door
to door sales. These events also serve as
a platform to engage cash-in/cash-out
agents, carry out cross-selling of banking
and telecom products, and build awareness
around savings.
 Outbound Call Campaigns – In one of our
pilots, the MFI tested the success of both
outbound calls as well as SMS campaigns in
identifying prospect clients. With outbound
call campaigns, the conversion rate of
prospects to customers has been as high
as around 20%. Such campaigns can be
executed in a very targeted manner by the
MFI by utilizing the MNO’s data, for example
relating to location and demographics, to
identify the right prospects for selling its
products. Since recruitment meetings can
be set up over the phone, agents have



to spend less time on the field finding
interested prospects, hence increasing their
productivity, as illustrated in Figure 17.
However, we did not see the same impact
with SMS campaigns; here, the prospect
conversion rates were only 2-3%.
Viral marketing through strategic wordof-mouth: Another low-cost method of
increasing activation rates in the pilots
was through referrals, generated either
from cash-in/cash-out agents or through
existing subscribers. Cash-in/cash-out
agents are well connected in their localities,
particularly in remote areas where they
are also visited by clients for everyday
purchases. The MFI should exploit the
ability of such agents to generate referrals.
We also observed that well-networked
individuals such as local municipality
heads can be effective ambassadors and
provide several referrals if they themselves
have been satisfied subscribers. In several
instances, group acquisitions were achieved
through referrals, when the agent or client
proactively invited multiple prospects (in
groups of 8 to 10 individuals) to the same
agent meeting. It was subsequently possible
for the agent to increase the number of
customers signed on the day by two to
three times.

Figure 17 *
Impact of marketing activities on activations
Source: South East Asia Pilot
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Sales & Distribution
A mobile micronance enterprise consists of mulple layers of agents performing varied responsibilies relang to
oat management, customer acquision
and cash-in/cash-out. We have derived
the following key lessons from seng up
and integrang the agent network in our
pilots in West Africa and South East Asia.

#6

To ease agent integraon
we found two approaches
eecve – An intermediate
agent (”Mobile Coach”) responsible for
sales support and client management,
who bridges the agents of the MNO and
MFI; MNO super agents to facilitate liquidity management so that cash-in/
cash-out agents can run eciently.

In our pilot in West Africa, we tested a new
agent type – a “Mobile Coach” dedicated to
facilitang the promoon and distribuon of
mobile money as well as its adopon by clients and the MFI itself. The main funcons
carried out by these agents in the West Africa
pilot are illustrated in Figure 18.

Figure 18 *
Functions of mobile coaches deployed
through the MNO in West Africa pilot
Source: West Africa Pilot
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These agents, when managed through a systemac performance management system,
were able to achieve a 133% increase in acvaon rate, as illustrated in Figure 20. In addion we noted a drop of almost 20% in acvaon rate when the mobile coaches were
absent from the eld.
Because of this impact, the MNO has already
adopted the concept by recruing 200 such
agents across the country, a!er having only
six operang during the pilot. However, to
achieve the desired impact, long-term and ef-
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$ $ [  

      
the street

fecve monitoring and performance management of such agents (described later in this
secon) is imperave. We have witnessed a
sharp decrease (up to a 28% drop in acvity
rate28) in the impact of mobile agents when
management of their performance was poor.
Another key aspect of agent integraon is liquidity management. Here, the MNO’s super
agent29 can play an important role, as our pilots conrmed. The MNO’s agents already visit
the cash-in/cash-out centers of the MFI on a
daily basis to supply airme through mobile
money. It was therefore easy to include the

responsibility for oat management of micronance products into their everyday acvies.
We have seen the same in Kenya, where super
agents or aggregators have played a major role
in helping to facilitate liquidity management
for the agents at the point-of-sale. One aggregator in Kenya, whom we interviewed, manages a large number of agents (more than 100)
across several locaons, and has developed a
core skill in liquidity management. Their role
in supporng the agents, and eliminang their
need to cease trading while travelling to rebalance their oat, helps to increase protability.

28

Drop of acvity rate is not indicated in the graph 20 since it is a monthly evoluon.
Super Agent is a single point of contact for the MNO’s distributors for a large number of point of sale (POS) within a specic area or province.
They manage the POS and handle the supply of inventory to ensure availability of MNO’s products at the POS.
29
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(cont’d) Agent Selecon:
MFIs should adopt a naonalized selecon criterion to
sign up agents who are likely to be successful with nancial products.
Cash-in/Cash-out agents are the face of mobile nancial services. Their level of engagement with customers and impact on their
behavior is signicant. In our pilot in South
East Asia we observed that a majority of the
customers stuck to the one cash-in/cash-out

agent, even though they could perform transacons elsewhere. As seen in Figure 19, well
engaged cash-in/cash-out agents had much
higher acvity rates, and more than half their
customers were recruited through their own
references.
However, these agents are not directly managed by the MFI or the MNO. They typically
run many other acvies, such as airme
sales, farming, grocery sales and restaurants.
Supporng cash-in/cash-out on mobile nancial products is not their core business. To

Figure 19 *
MIMO selection should be standardized using KPIs
that can indicate strength on 3 key pillars…
Source: Oliver Wyman Analysis
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Subscribers serviced

ensure opmal long-term performance, MFIs
should adopt naon-wide selecon criteria
for these agents, focusing on three aributes
– reliability, suitability and movaon, as illustrated in Figure 19.
We observed that agents with high income or
many varied occupaonal acvies were o!en
uninterested in promong nancial products
e.g. Money-In Money-Out center A (MIMO A).
On the other hand, agents whose income was
lower and who had serviced a large catchment
of subscribers in remote areas were performing beer (MIMO B and C).
Low capillarity of MNO’s exisng mobile money agents can make it challenging for MFIs
to scale up their services. A potenal way to
achieve this is to seek distribuon partnerships with instuons that have an exisng
capillary network of trusted customer service
points. Examples of these include regulated
formal/informal banking channels for rural customers such as pawnshops, SOCCAs/
ROSCAs30, raw material suppliers/creditors/
clients of target consumers etc. In one of our
pilots, the mobile MFI is considering serving
low income government workers through cooperaves (that disburse salaries) and farmers
through the POS of a large farm input supplier.
MFIs can also engage a layer of intermediaries
for agent recruitment, in partnership with the
MNO e.g. the MFI and MNO can jointly engage
a third party provider for signing up agents or
can hire aggregators, who play a core role of
hiring and managing agents for the service
providers (as done by Vodacom in Tanzania)31.
If the MNO sees cross-selling opportunies/
market share gains in the mobile MFI’s target
client base, such a joint partnership can be
more plausible. However, it might be early to
assess the eecveness of the above strategies in scaling up the MFI’s agent network as it
sll needs to be tested on a wider scale.

MIMO C

MIMO WITH HIGH
ENGAGEMENT

SOCCA: Savings and Credit Cooperave ROSCA; Rotang Savings and Credit Associaon.
Source: GSMA – Building a network of mobile money agents.
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(cont’d) Agent Incenves:
Partners must implement
a value based incenve
scheme that encourages both acvaon
and usage and should inially be prepared to subsidize the agent network to
ensure the business is aracve to them.

boost inial sign-up signicantly. We believe
that the following two-ered incenve scheme
might be necessary to ensure that mobile
money is an aracve business for them:

the commission income for agents can be
insignificant during launch phase.
Operators should therefore compensate
agents through alternave schemes such as:



1 Commissions for each subscriber acquired

In our pilot in West Africa, there were three
necessary objecves for sales agents:

Commissions should ideally be transactionbased in line with the agreed profit model
between the MFI and the MNO. Partners
should decide the size of the network so that:

1 Number of customers per agent is high




Maximize activation rate per agent per day.
Ensure that the usage rate of mobile money
in pilots is higher than the national average.
Encourage MFI’s customers to make
transactions via mobile money.

If they fullled these objecves, agents could
earn up to 30% above their base pay. We saw
that this incenve scheme doubled the daily
acvaon rate and increased usage rates by
60% for the MFI in West Africa over a period
of four months, as illustrated in Figure 20.
While se"ng up the distribuon network,
subsidies for cash-in/cash-out agents, who are
not directly employed by the MNO or MFI, can

enough to ensure high commission income.

2 Number of customers per agent is low
enough to ensure the agent can service
client’s oat requirements.


An additional incentive to ensure initial
interest from agents, when transaction
volumes are low: Our field visits in Kenya
revealed that an average M-Pesa agent earns
(through commissions) 50% more than the
average per capita income. Such an incentive
is needed to make a business worthwhile
for cash-in/cash-out agents. However, as we
experienced in our pilot in South East Asia,
given the low initial volume of transactions,

through the referral of the cash-in/cash-out
agent.
2 Compeve rewards for high deposit rates –
for example, cash rewards for top
performing agents, to be handed out at
local community events.
3 Provision of a liquid mobile wallet32 so that
mobile money can be used interchangeably
between dierent products. For example,
in South East Asia, agents can use the
mobile wallet for airme sales as well as
savings products, increasing their porolio
of products sold and commissions earned.
4 Support the agents in growing their core
business through nancial assistance and
advice. In South East Asia, the agents who
had previously received credit from the MFI
for their businesses were seen to have a
much higher commitment to the service.

Customer Focus Group

32
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Mobile Wallet is the electronic money which can be used through a mobile enabled applicaon to make convenient payments to any designated aliates (through the mobile phone).
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(cont’d) Agent Management: in order to achieve the desired impact of
incenves, partners must implement a strategic performance management system.

Figure 20 *
Impact of Mobile Coaches, Incentive scheme and performance management
(Monthly evolution)
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Note: Daily run rate calculated based on working days.

Comprehensive agent management consists
of two elements:
1 Agents need to have xed and clear
quantave and qualitave objecves.
Targets must be dened both in terms of
customer acquision, customer usage
and
quality
of
service
(including
availability of the service). Signing up exclusive
contracts with agents can signicantly improve
performance management in countries where
this is permi ed, and the impact of incenves
can greatly increase adopon of the service.
2 Partners need to follow a thorough
reporng and monitoring system to track
performance on objecves.

33

The monitoring system implemented in our pilot
in West Africa comprised three main elements:
1 Daily or weekly acvity reporng iniated
by the agent, and facilitated by the Mobile
Coaches.
2 On-the-ground meengs, surprise visits and
mystery shopping33. The Mobile Coaches in
our pilot in West Africa play the same role as
aggregators do with M-Pesa in Kenya. The
la er oversee agents, to ensure the overall
customer experience is at the standard
expected by the MNO.
3 Debriefs and meengs at the branch on a
daily or weekly basis to discuss issues and
provide feedback.

As seen below in Figure 20, the impact of an
incenve scheme and performance management system on customer acvity is clear from
our pilot in West Africa, where we saw an increase of up to 60% in the average usage rate.
But, as already emphasized, the impact shown
below was achieved with a combinaon of
three methods: the use of agents to help
adopon rates (Mobile Coaches), an incenve
scheme and a performance management system. We believe that all the three ingredients
must co-exist to realize such benets and the
absence of one or the other might dilute the
overall impact.

Mystery shopping is the pracce adopted by auditors/service providers for checking performance and service at retail outlets by vising them as disguised shoppers.
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Credit Risk Management
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Manage risks on remote
channels: A data-driven &
automated risk management system can help a Mobile Micronance enterprise achieve single digit default rates on tradional micro-lending.
The virtual MFI in our pilot study was able to
achieve single-digit default rates on its microcredit product. Based on the learnings from this
pilot, we believe there are four essenal elements in maintaining low risk on individual lending through the MNO’s distribuon channel.
The rst step is to idenfy low risk target segments – the MFI can gather basic data to enable a rst calculaon on creditworthiness.
MNO data on subscribers plays an important

role for this inial scoring34. The idencaon
of such prospects is followed by a face-to-face
customer due diligence interview which is
spulated by the regulator and allows further
assessment of the prospect’s creditworthiness and repayment capacity. In our pilot, the
virtual MFI plans to electronically record this
informaon through a workow and credit
risk management system to stascally35 dene credit worthiness and aordability of a
potenal borrower’ and automacally decide
on loan eligibility and type of product to oer.
The credit risk management system developed
by Experian MicroAnalycs stascally denes
creditworthiness and aordability of a potenal borrower’ and automacally decides on
loan eligibility and type of product to oer.

Product design also plays a very important role
in risk management – the goal is to minimize
risks and enable the ongoing review of creditworthiness. The MFI in our study achieves this
by liming the rst loan amount and increases
loan limits only a!er payment performance and
aordability have been conrmed. It has also
been able to avoid default by involving the borrowers’ vital business partners in distribuon
(for disbursal and payment collecon), hence
creang a deterrent as the borrower fears losing credibility with suppliers if he or she defaults
on the loan. Finally, the bank should develop an
automated and predicve loan management
system that can preempvely ag up late payers
or likely defaulters, allowing for agents to take
acon as required. This is a system that the MFI
is currently pu"ng into operaon.

Figure 21 *
Key levers for managing risk on individual mobile micro-lending
Source: South East Asia Pilot
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MNO’s data related to subscriber’s mobile money usage, demographics etc.
IT systems for business process/workow automaon and risk management to be developed by the bank’s technology arm.
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Concluding
Remarks

Customer Focus Group

M

obile Micronance can have a significant impact on increasing nancial
services access for unbanked subscribers by circumvenng the disadvantages
of physical bank branches. The benets of this
service are not just social but also economic.
It is a cost-eecve way for banks and MFIs to
reach the masses by capitalizing on the widespread penetraon of telecom distribuon
networks. We also see a new breed of intermediaries emerging, that allow partners on
both sides to interact smoothly by playing the
“interconnecon36” role, making money on
transacons rather than the spread.
However, as we have seen in this study, success can appear a distant dream, given the
challenges that such operaons typically face.
It is important to assess if the market is ready
for 2nd generaon mobile nancial products.
Complexies lie in both structural factors such
as low nancial literacy and lack of adequate
regulaon, as well as a lack of benchmarks and
experse in a relavely new domain for both

36

banks and telecom operators. Devising and
implemenng a successful model can require
extensive educaon of subscribers, providers
as well as regulators, depending on the maturity of the mobile money market in a given
country.
A large scale presence of 1st generaon services (such as payments) can resolve the market readiness issue to some extent and act as a
pre-cursor to the introducon of 2nd generaon products. The ecosystem created by the
former can be a key enabler for deployment
and scaling up of the laer. Successful mobile
payment deployments can aract natural allies (nancial instuons) that can then experiment with new delivery models and products
on exisng networks.
Overall, for any new mobile micronance undertaking, the challenges and potenal soluons discussed in this paper can be of great
relevance. Ulmately, all stakeholders, including MFIs/Banks, MNOs, distributors and regulators, need to come together to test and build

a model that can address these challenges effecvely. Partners must agree on a long-term
vision, strategy and a prot model that is sustainable for both the MFI/Bank and the MNO,
carefully selecng the mix and sequence of
mobile banking products to be launched.
Equally important are an adequate oer design, a simplied customer experience, the
implementaon of a performance management system that focuses on both acvaons
and usage, a markeng budget allocaon that
uses low-cost viral markeng tools to educate
consumers, and a data-driven risk management system. With all these ingredients in
place, success would ulmately be driven by
the acve eort of stakeholders in diagnosing
and overcoming business model challenges
according to specic circumstances – in various markets, in assorted regulatory environments and with dierent partners.

Physically link one carrier’s network with another to allow customers to transact for mulple services through the same provider.
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Founded in 1998, PlaNet Finance Group is one of the world’s leading
micronance groups which aim at ghng poverty
through the development of inclusive nance.
PlaNet Finance Group is acve in 80 countries, working connuously
to promote the growth and development of micronance.

Oliver Wyman is an internaonal management consulng rm that

www.plane"inancegroup.org
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combines deep industry knowledge
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risk management, organizaonal transformaon,
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