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A
s part of the banked population, 
it’s quite possible to have only 
a vague notion of the mobile 
money phenomenon. 

“Mobile money enables you to 
receive, store, send and spend money 
using a mobile phone,” explains Gavin 
Krugel, co-founder and CEO of Digital 
Frontiers, a non-profit that fills the gaps 
in skills development training, such as 
digital financial inclusion, related to the 
UN’s Sustainable Development Goals. 

Krugel, an early pioneer in mobile 
payments, adds that mobile money 
came about by filling the financial 
services needs of low-income market 
segments. It allows you to access an 

Have you ever used mobile money? Anna Rich provides a 
snapshot of what it is and its significance.
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e-money account, which is underpinned 
either by a bank or a licenced payment 
service provider, he explains. 

Mobile money relies on a network of 
agents (local stores or for-purpose outlets) 
to serve the customer. “Where bank 
clients go to a bank branch or an ATM, 
mobile money users go to an agent,” says 
Krugel. He likens it to a money transfer 
company that enables you to send money 
to someone else at a distance, using a 
network of stores. “When you cash in at 
an agent, your e-money account balance 
increases. You then use your mobile 
phone to transfer money to another 
consumer. And the recipient goes to an 
agent to cash out.” The agent network 
needs to extend to the “last mile” – where 
even customers in remote areas should be 
able to access the service.

Sergio Barbosa, chief information officer 
at Global Kinetic, a software engineering 
company, describes mobile money as an 
“abstracted form of money”. “By leveraging 
their network and the mobile user’s 
account, the mobile network operators led 
the way with the first versions of mobile 
money, but now there are many versions, 
for example, e-wallets, eBucks, and loyalty 
points,” he says. Barbosa also points to 
V-bucks, a virtual currency within Fortnite, 
a popular online video game, as another 
example: “This virtual layer allows you to 
transact within the platform you're on 
without necessarily having knowledge 
of the underlying banking system 
downstream, where the actual settlement 
is happening.”

Is mobile money mobile banking?
There has been a distinction between 
“mobile money” and “mobile banking”. 
Mobile banking simply means that your 
mobile phone is the channel through 
which you access your banking services, 
Krugel explains.

What about services such as Absa’s 
CashSend? This allows the bank’s clients 
to instantly send money via a cellphone 
or online banking, the banking app or 
an Absa ATM to someone unbanked. The 
recipient collects the money from an Absa 
ATM.

And Standard Bank recently launched 
Unayo, a digital platform, making no bones 
about their aim, stating that Unayo is “set 
to disrupt the mobile money status quo in 
Africa”. It provides access to the financial 
world for “anyone with a cellphone 
number, agnostic of the mobile network 
operator, and handset technology”, says 
Wally Fisher, head of Unayo. They use 
merchants for cashing out. “It is primarily 
supported by USSD (a text messaging 
protocol similar to SMS), which extends its 
reach to users without smartphone access 
and where they are most comfortable and 
active: on their mobile devices.” Customers 
with smart mobile devices can access 
Unayo by downloading the app.

Krugel elaborates further on the line 
between mobile money and mobile 
banking: “The primary distinction is where 
the funds are stored: if in a bank account, 
then the mobile phone is a channel to that 
bank account and banking infrastructure; 
if in an e-money wallet, then the mobile 
phone is a transaction interface, with the 
banking infrastructure being agents, not 
branches.”

Africa is where mobile money 
scaled
After a pilot programme, the mobile 
money service M-Pesa was launched 
in Kenya in 2007. It was extraordinarily 
successful, spurring efforts to replicate it in 
other markets. 

Sub-Saharan Africa is at the forefront of 
the mobile money industry, says the GSMA 
State of the Industry Report on Mobile 
Money 2021. In 2020, the subcontinent 
continued to account for the majority 
of growth, representing 43% of new 
accounts. Although absolute growth was 
highest in West and East Africa, Southern 
Africa grew the fastest at 24% year on year.

As of September, the Vodacom Group 
announced that M-Pesa has 50 million 
customers who are active monthly, across 
Kenya, Tanzania, Mozambique, the DRC, 
Lesotho, Ghana and Egypt. And MTN’s 
mobile money offering reflects similar 
figures: in August, they said the number of 
active MoMo users hit 48.9 million in the 
first half of the year.
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No side hustle
For the large mobile network operators, 
“mobile money is not a sideline business,” 
says Krugel. “Financial services contribute 
substantial revenues, enough to justify a 
split of the financial services business from 
their mobile network operations.” 

At MTN, MoMo (mobile money) is part 
of MTN Mobile Financial Services (MFS). 
The MFS division has two offerings: mobile 
money (MoMo) and insurance (InsurTech). 
Notably, the MTN Group was recently 
named the most valuable African brand in 
the Brand Finance Africa 150 rankings.

In May 2021, during an update on their 
“accelerated evolution from a TelCo to a 
TechCo”, Vodacom Group CEO Shameel 
Joosub noted that they had put all the 
financial services businesses into separate 
companies across their footprint, and 
specifically mentioned the example of 
South Africa: “It’s a separately managed 
business with its own CEO, its own board 
of directors, and its own regulatory 
requirements and governance.”

He also said that “the low cost intensity 
profile of financial services means that it 
generates a higher profit margin than our 
core mobile business”. Joosub added that 
in South Africa, “financial services continue 
to perform well” and that they expect 
this to scale as a result of launching their 
lifestyle super app, VodaPay.

False starts in South Africa
Today, there are multiple mobile money 
options, via the mobile network operators 
and other app-based services. But we 
have seen some hiccups. Both Vodacom 
and MTN had previously launched mobile 
money services here in South Africa, 
following the Kenyan success story, but 
they both shut them down in 2016, as 
they did not prove viable from a business 
perspective. 

In their Research Report on Mobile 
Money in South Africa 2017, FinMark 
looked into the reasons for the contrasting 
outcomes in Kenya and South Africa. “At 
the time of M-Pesa’s inception, Kenya had 
high levels of financial exclusion, banks 
were not accessible in remote areas, and 
bank account opening requirements were 
stringent with bank accounts offering little 
to low-income earners.” In contrast, South 
Africa had low financial exclusion, they 
said. Another issue here was our regulatory 
framework: “The requirement to partner 
with a bank limited the opportunity to 
launch a disruptive product and the limited 
access to the national payment system 
meant that the transactional capability 
was constrained beyond the traditional 
payment methods.” Yet another factor they 
found was that the retailers – Shoprite, 
Checkers, Spar and Pep – provided efficient 
cash remittance services (linked to banks).

Digital infrastructure
“Reaping the benefits of fintech requires 
a minimum level of investment, and those 
who do not have the means may find 
themselves financially excluded,” says an 
IMF paper titled The Promise of FinTech: 
Financial Inclusion in the Post-Covid-19 Era. 
“Investment here includes ‘tech capital’ 
(mobile phones, internet access) as well as 
the human capital required to use digital 
financial services.”

The mobile network infrastructure is 
in place. According to Jacqui O’Sullivan, 
executive for corporate affairs at MTN 
South Africa, their network currently 
covers 99% of South African population. In 
terms of wireless mobile internet access, 
“3G covers 98% while 4G is sitting at 96%,” 
she says. “We have deployed a 5G network 
not only in big metros but also in small 
towns such as Emalahleni, Rustenburg, 
Pietermaritzburg and Hartbeespoort.”

Vodacom’s network population 
coverage in South Africa was 99.9% and 
97.3% for 3G and 4G respectively, and they 
have added 190 5G sites. 

However, the GSMA State of Mobile 
Internet Connectivity Report 2020 refers to 
a usage gap, where people live within the 
footprint of a mobile broadband network 
but are not using mobile internet services – 
they are “covered but not connected”. The 
report says that in low- and middle-income 
countries handset affordability is the main 
barrier to mobile ownership. A low-cost, 
“dumb” feature phone is sufficient, though. 
“Consumers who are using 2G phones 
and feature phones can access MTN’s 
mobile money offering, MoMo, via USSD,” 
explains O’Sullivan. “Those who are using 
smartphones can access the service by 
downloading the MTN SA MoMo app.” 
During the announcement of their annual 
results earlier this year, MTN Group CEO 
Ralph Mupita said that MTN South Africa 
had over 2.5 million mobile money users.

Here in South Africa, smartphone 
penetration is continuing to grow year on 
year. O’Sullivan notes that by the end of 
2020, MTN had 12.9 million 4G-enabled 
devices on its network. 

Krugel also raises the issue of data costs: 
“Our consumers can’t necessarily afford 

THE VALUE OF MOBILE MONEY
In 2020, there were 1.21 billion registered mobile money accounts globally, the 
industry processed over US$2 billion daily, and there were 5.2 million unique 
agents.

Sub-Saharan Africa is by far the biggest market, with 548 million registered 
accounts, 159 million active accounts, and $490 billion in transaction value. And 
despite the economic fallout from lockdowns, the value of transactions increased 
by 23%.

Zooming in further to southern Africa, there are 11 million registered accounts 
(up 24%), and 3 million of these are active (up 28%). The value of transactions 
amounted to $3 billion (an increase of 24%). But these figures pale in comparison 
with other African regions; for example, transaction values in East Africa were $273 
billion, and in West Africa, $178 billion.

(These figures are from the GSMA’s State of the Industry Report on Mobile 
Money 2021. The GSMA represents 750 mobile operators worldwide, including 
almost 400 companies from handset and device makers to software companies, 
equipment providers and internet companies.)

the data to drive the smartphones or the 
apps.” The UN Broadband Commission 
has set a target to make entry-level data 
services less than 2% of monthly income 
per capita by 2025, says the GSMA Mobile 
Internet Connectivity report. If you earn 
R10 000 a month, that means your basic 
data charges should be less than R200. At 
time of publication, Vodacom and MTN 
were both running a deal of 1GB of data for 
R85, valid for 30 days.

The case for mobile money is 
compelling
Despite our levels of financial inclusion, 
we still have millions unbanked, and if not 
unbanked, underserved, which means that 

there is an argument for mobile money 
in this country, the FinMark Trust noted. 
Their report raises the convenience factor: 
mobile money can be accessed any time, 
any place.

An earlier FinMark report, from 2016, 
said that over 14 million South Africans 
“use their [bank] accounts as mailboxes”, 
withdrawing cash as soon as their salaries 
are deposited. This raises the question of 
whether they can be considered banked or 
financially included. 

The informal sector is heavily reliant 
on cash, says Diana Bresendale, a futures 
studies graduate of the University of 
Stellenbosch Business School who for her 
MPhil researched the benefits for South 

Africa of moving to a cashless society. 
“The interviews I conducted during my 
research revealed that those who work 
informally choose not to have a bank 
account.” Citing the Stats SA Survey of 
Employers and the Self-employed 2017, 
she says eight out of 10 of the 1.8 million 
informal traders had no bank account and 
60% of those who did have one used it 
only to process payments. “Since cash is 
still a mainstay of payment tender in South 
Africa, it indicates that both consumers and 
informal merchants are cautious to adopt 
cashless forms of payment.” Bresendale 
says Standard Bank’s fintech platform aims 
to bring informal traders online.

“South Africans are sensitive to 
transaction costs,” she notes. “Capitec’s 
monthly fee of R5 (or ‘half tiger’ as they say 
colloquially) is the equivalent of half a loaf 
of bread – a negligible amount to some, 
but a meal to others. This price sensitivity 
was echoed in research published in 
the Accenture Global Financial Services 
Consumer Survey 2019.”

Ironically, the reliance on cash comes at 
a cost. The explicit costs are the fees for 
ATM cash transactions, and the taxi fares to 
travel to the nearest ATM, says Bresendale. 
Then she points out hidden costs, including 
the security and insurance costs associated 
with transporting cash, which are passed on 
to the consumer or business. Both explicit 
and hidden costs could be circumvented by 
mobile money. 

The FinMark research also pointed to 
the personal danger of carrying cash: “The 
high crime rate in South Africa also leads to 
a need for safer money transfer than cash, 
especially in lower-income neighbourhoods 
most affected by crime.”

The expanded-use case
Through mobile money, consumers got the 
first taste of what financial services can do 
for them, says Krugel. “It wasn’t intended 
to be a savings product, but when users 
started accumulating balances, some in the 
industry realised that they could do much 
more. And from that, tons of innovations 
have arisen – everything from bill payments 
and micro savings to micro credit and micro 
insurance products. 
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“They're sachet financial service offerings, 
targeted at the poor and really meeting 
their needs – like buying a sachet of 
washing powder instead of a kilogram,” he 
says.

According to the IMF paper, The Promise 
of FinTech: Financial Inclusion in the Post-
Covid-19 Era, “Digital financial inclusion is 
evolving from ‘spend’ to ‘lend’ and tends 
to fill a gap: both payments and lending 
develop where the traditional delivery of 
service is less present.” 

The paper holds up the example in 
China of Ant Financial, which leads the way 
in mobile and online financial services. 
It started as a payments service and 
expanded into providing digital credit. For 
those without records at credit bureaus, 
mobile money provides the data that 
prospective lenders need to make a call on 
creditworthiness. The paper explains that 
“digital lenders use ‘alternative data’ (from 
payments providers, and sources such as 
the internet) and ‘loan engines’ (innovative 
algorithms) to identify creditworthy clients 
and provide (mostly unsecured) lending.” 

“What we see happening in China is 

revolutionary,” says Krugel. “They're using 
a combination of mobile data, consumer 
behaviour data, and financial data to 
create digital identities around consumers 
and specifically tailor financial service 
products to their unique individual needs, 
at astonishing scale.” 

But beyond credit, mobile money is 
expanding into savings and insurance. 
One example is the recent MTN SA mobile 
financial services move to offer insurance. 
“This is through the InsurTech solution, 
SanlamIndie, in partnership with Sanlam,” 
says O’Sullivan.

A push from the pandemic 
In the context of Covid-19, universal access 
to financial services became more critical 
than ever, says the GSMA report. “Despite 
the challenges and disruptions it caused, 
Covid-19 triggered a widespread shift in 
the adoption of digital tools.”

Says O'Sullivan: “As Covid-19 and 
lockdowns continue, most consumers 
have had to rely on their smartphones to 
transact and purchase goods and services 
online via either mobile money or through 

online banking solutions. Last year during 
hard lockdown, MoMo was among top 
performing MTN online channels. Users 
are not only purchasing airtime and data 
bundles but they are able to pay their 
municipal utilities, pay DStv, renew their 
car licence disc, and buy food vouchers.”

Future applications of mobile 
money 
Krugel predicts that mobile money will 
develop along the lines of China’s super 
apps. At the end of June, Vodacom 
announced the launch of the VodaPay 
Super App, in partnership with Alipay 
from Ant Financial (part of the Alibaba 
Group), touting it as “a game changer for 
driving financial inclusion and economic 
growth in South Africa”. They envisage that 
part of this “ecosystem” will encompass 
downloadable sub applications available 
to businesses of any size. This “digital mall” 
will give them access to new customers.

The Spot Money app provides free peer-
to-peer payments with no monthly fees. 
Sounds like mobile money? “We occupy a 
space between mobile money and mobile 

banking,” says Spot Money co-founder 
and CEO Andre Hugo. “Spot Money is a 
store of value for all your normal mobile 
money transactions, but we're also a 
mobile banking platform that allows you 
to do other transactions that you can't do 
on mobile money. And then we have the 
marketplace.” The latter is where he sees 
the evolution of the space taking place. 
“We aim to be a super app, in response 
to the convergence of three trends we 
identified in South Africa: the desire to 
make payments digitally from a mobile 
phone; neobanking, or digital banking, 
driven by the lockdowns during Covid; and 
thirdly, in marketplaces, where people are 
looking for the convenience of shopping, 
engaging and transacting, through one 
simple app.” 

The traditional banks don’t typically 
have a marketplace, says Hugo, because 
they are selling their own products. “You 
won’t get a Capitec loan from Investec 
or FNB. You’re only going to get their 
product, based on their brand.” But from 

a consumer’s perspective, he says it’s 
better to be able to shop around safely and 
securely and engage with the brands you 
want. 

The marketplace is double-sided, 
explains Hugo. “We’re onboarding partners 
such as Sanlam, Stangen, Viva Life, MiWay, 
Nedbank, Capitec, and FinChoice. On the 
other side of the marketplace, we onboard 
customers based on the appeal of our 
product. We match them with the relevant 
brands based on their credit score and 
behavioural data.”

A trend Barbosa points to is brand 
loyalty. “There’s an embedded finance 
movement afoot, and customers will 
interact with a brand they trust,” he 
notes. “Teens love YouTube celebrities like 
MrBeast [a 23-year-old US businessman 
and philanthropist whose channel is 
centred on quirky stunts]. My sons have 
never heard of the banks I bank with, but if 
MrBeast says you can get a MrBeast wallet 
to shop with, they’ll do it, because they 
trust him.”

The handset companies could be 
another game changer, Barbosa contends. 
“Apple Pay is a tokenised version of your 
bank card. You basically are paying with 
your phone. Even though it's connected 
to a bank downstream, the association the 
consumer has made is with their phone. 
They smile at their phone [biometric 
identification] and tap it at a pay point. 
They never have to bring out their card 
or their money, which creates a distance 
between them and the bank.” Over time, 
says Barbosa, Apple could disintermediate 
the banks, get a banking licence and offer 
financial services tailored to every part of 
a consumer’s lifestyle and even their well-
being by leveraging Apple’s connected 
app and data ecosystem.”

And there’s another evolution of mobile 
money, says Barbosa: cryptocurrencies, 
which is “about trusting the underlying 
technology and the connected 
community. In this scenario, the banks are 
completely disintermediated; they are no 
longer required to move money.”


