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GSMA'’s State of the Industry Report 2014
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Investment

1. In understanding the market - M-PESA took 18 months to
research, test & refine the product, Ul and marketing materials

2. In technology - in-house or cloud-based, must be flexible and
allow for growth

3. In building a robust & reliable agent network

Illustrative Capex/Opex for the Evolution of Digital Financial Services
Source: Almazan & Vonthron: “Mobile money profitability: A digital ecosystem to drive healthy margins”, GSMA-MMU 2014

High Growth
Start-up Remittance-based
(1-2 years) (4-5 years)

Costs as % of Revenue Costs as % of Revenue
Non Transaction Costs
Commerical Costs 650% 20%
Operating Costs 107% 24%
CICO Commission Costs 69% 45%
Total OPEX 826% 98%
CAPEX (depending on model) $1-3 million 8%


http://bit.ly/1GyfQIy
http://www.gsma.com/mobilefordevelopment/wp-content/uploads/2015/09/2014_Mobile-money-profitability-A-digital-ecosystem-to-drive-healthy-margins.pdf

Understanding the Market (1/2)

1. To define anchor products

* Kenya (from MFI transactions to “Send
money home”)

* Ghana (from remittances to bill pay/savings/
insurance)

e India (remittances and now G2P)

2. To OTC or not?

« Pakistan (formal ID-based but take-up of
registration a struggle — 14 million (11% of
adult population) registered but only 10.7%
active [30 days])

« Bangladesh (informal - take-up of
registration a struggle — 10 million (9% of
adult population) registered & about 78%
active [30 days])

 India (will agent assisted be key or will it limit
uptake of products/services?)
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Understanding the Market (2/2)

3. Savings/loans
 M-Shwari and KCB-M-PESA (bank/data-based)

(9 mn borrowing $240 mn in 2 years) and (1.5 mn in 2 months) —
Kenya adult pop ~ 25 mn

* Jijenge (think Sahara/LIC!)

4. Trust-worthy agents
e  GSM retailers v. Others 24%

5. Customer journey research
 Macro & micro

Use

%
-4 Knowledge

v' 90% own a mobile phone and SIM card
43%

. v All have access to Information at least
Understanding through radio, TV, newspaper, community

leaders, etc.

Awareness v' Radio communication appeals to 60% of

non users

v 52% of non users have indirectly benefited

Unaware from mobile money

53



Technology

Why it matters ....

Customer Service Issues
(% of respondents mentioning the issue)

Service downtime
Unauthorised fees/ over charging
Agent Liquidity

Money Sent to Wrong No. & Lost

- 10 20 30 40 50 60 70 80 90
m Uganda mPhilippines = Bangladesh
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Agent Networks (1/ 4) “Agents who are more

Why it matters .... Agents: the face of @nsparent with their pricing
e ) and more knowledgeable about

your bank mobile money policies
experience significantly higher

o .. transaction demand ... service
« Management/monitoring visits quality is critical to a healthy

(brand/liquidity/pricing) agency.” — The Helix/Harvard
o Call centres Business School
80%

 Training (beyond making basic transactions)

71%

70%

64% 057
58% 58% 00%

60%
50%
40%

30%

% of Respondents

20%

10%

%
Received training Regular visits reported Aware of call center

mMNO mBCNM = Direct to Bank


http://www.helix-institute.com/blog/better-service-agents-provide-more-business-they-do

Agent Networks (2/4)
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Agent revenues
o

52% of Indian agents report profits
below US$18 the PPP adjusted monthly

28% Agent Profitability , ) ,
equivalents of UN defined poverty line
of US$2 per day
%
o 11% 12% 13%
0 )
9% 8%
Loss Break even $ 1-15 $ 16-30 $ 31-45 $ 46-60 $ 61-100 $100+
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Agent Networks (4/4)

Bank « vour Listening, Caring Partner

10.0M
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8.0M
Total Transactions Combined
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Payments Bank As Drivers of Financial Inclusion

More details on these ideas in
two booklets:
1.

The Mor Committee and RBI see payments banks as drivers
of financial inclusion

The government is pushing PMJDY
The time, regulatory environment and market is right

And for those that invest and proceed strategically the
opportunity looks enormous!

Payments Banks: What Can
We Learn From International
Experience?

Payments Banks: What Can
We Learn From Indian
Experience?
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MicroSave (India)
Head Office: Lucknow
Tel: +91-522-2335734
Fax: +91-522-4063773
New Delhi Office:

Tel: +91-11-
41055537/38
Hyderabad Office:

Tel: +91-40-23516140
info@MicroSave.net

MicroSave (Kenya Office)
Shelter Afrique House,
Mamlaka Road,

P.O. Box 76436, Yaya 00508,
Nairobi, Kenya.

Tel: +254-20-
2724801/2724806

Fax: +254-20-2720133
Mobile: +254-0733-713380
info@MicroSave.net

MicroSave (Uganda
Office)

Ntinda Ministers Village
Plot 27, Valley Drive
P.O. Box 29111
Kampala, Uganda.
Phone +256-312 202342
Mobile:

+256-706 842368
info@MicroSave.net

MicroSave (UK Office)
The Folly, Watledge Close,
Tewkesbury,
Gloucestershire

GL20 5RJ

UK

Tel. +44 1684-273729
Mobile +44 796-307 7479
info@MicroSave.net

MicroSave (Philippines
Office)

Unit 402, Manila Luxury
Condominiums,

Pearl Drive corner Gold
Loop,

Ortigas Center, Pasig City,
Metro Manila, Philippines.
Tel: +(632) 477-5740
Mobile: +63-917-597-7789
info@MicroSave.net

MicroSave (Indonesia
Office)

ANZ Tower 23rd Floor,
JI. Jend.

Sudirman Kav. 334,
Jakarta Pusat 10210,
Indonesia.

Tel:+62 21 2954
6828/29 fax: +62 21
2954 6889
info@MicroSave.net

MicroSave (PNG Office)
Corner of Musgrave
Street and Champion
Parade,

Port Moresby, Papua
New Guinea.

Tele Fax No.: +675 321
8823/321 8854
info@MicroSave.net
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