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Outline

 Context

 Demand side: what are we learning about adoption and the 

unbanked market ?

 Supply side: who is playing and what is working?
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 The main successful business models

What is happening globally in mobile money for the 

unbanked which is relevant for Colombia?
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M-

Payments
Use of mobile to effect 

payment

M-Commerce
Purchase of goods and 

services using mobile

M-Banking
Use of mobile for banking 

transactions

E-Banking
Use of electronic channels 

for banking (such as 

internet, ATM)

M-Money 

(m-FS)

Common definition: mobile money



Additive Transformational

Additive Expansion
Transformational 

Expansion

Market

Banked Unbanked

Definition: target market

Source:  FinScope SA 2006, 

FinAccess 2006
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The 1.7 billion unbanked mobile users in the world 

represent the target segment for mobile money
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Source: McKinsey 2009 for CGAP/GSMA

Mobile money 

target segment

Poverty:

2.8 billion

100 million

2.0 billion

4.0 billion

$US 1500 / 

year

$US 20,000 / year

Extreme 

Poverty:

1.2 billion

Global: Income Distribution Pyramid

Sources | Prahalad and Hart (2003), 

7



Transformational potential remains high but conventional 

channels have also brought growth
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Source: The Next 4 Billion: Market Size and Business Strategy at the Base of the Pyramid, IFC and WRI (2007)

What can BOP customers afford? 

The revenue proposition

Averages of 8 countries for BOP

A family of 5 on $2 per day has total monthly income of $300pm
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Airtime: 2% of $300pm=$6p.m.

On mobile money?
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What is the óvalueô of a BOP customer? 

ARPU  p.m.
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What more are we learning about adoption?

 Savings motivation is high

 User profile of mobile payments:

 Unbanked 30%  (Kenya)

 Middle income served first  but now starting to reach poor

 Liquidity issues at agents are very important

 Significant client barriers to adoption

 Philippines experience
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Emerging market MNOs have had robust subscriber 

growth, but consolidation is setting in and ARPUs are 

declining
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Top 20 groups control 70% of 

subscriber base

Source: Wikipedia (2009) 
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Banking has consolidated (rapidly in some places); 

fee income is more important for many as margins fall

Interest and non-interest income as % of total 

operating income

U.S. banks, 1970 - 2003

Note: series sum to 100%

Source: FDIC Quarterly reports, Chicago Fed

U.S. large bank share of assets and number of banks



Payment revenues worldwide for banks

McKinsey Global Payment Map 2009
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ñThe payments market is changing in fast 

dramatic wayséTransaction services serve 

both to tie customers to the bank and to 

encourage them to leave more on deposit, and 

this link..is vital in any market.ò p.12 

ñIf history is any guide, most new payments systems 

will fail. The 1990s gave birth to more than 200 new 

payments schemes. Only a handful still survive.ò  
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3rd-party payment providers have scaled significantly 

while maintaining high (but declining) margins

Western Union agents (000s)

* Visa 2007 operating margin includes $2.7B  legal provision  for American Express and Discover litigation

Source: Company filings
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Banks and MNOs in BOP markets: 

more similar than one might think

Source: BFA (2009) 
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Using current banking approaches, BBAs earning less 

than $4 pm are not viable on their own for large banks

Transactional account monthly fees

Note: Fees for developed countries do not include float income, which can be a significant source of 

revenue on developed country deposit accounts

Sources: Capgemini 2009,  BFA 2009, Company filings

$8,53

$4,50 $4,16

$1,50

$ 11,75 
$ 12,79 

$0 

$2 

$4 

$6 

$8 

$10 

$12 

$14 

Developed Countries NEAs (SA) Net1 (SA) Mzansi (SA)

Eurozone
Europe (Non-

Eurozone)
North America



20

So which mobile money business models are viable 

based on $1 pm in fees from the customer? 

1. Cross sell models

Source: BFA 2009;

$1,50

$5,32

$7,92

$2,61

$ 0 

$ 1 

$ 2 

$ 3 

$ 4 

$ 5 

$ 6 

$ 7 

$ 8 

$ 9 

$ 10 

Bank: credit add Mobile: cross sell

Assumptions :

Credit cross-sell 

revenue

3 yr unsecured loan 

affordable at 10% LTI; 

25% margin

$1 fees plus 

indirect revenue 

(churn/commission 

savings,)

20% reduction in 

churn at customer 3 yr 

NPV; airtime comm

saved=15%



21

2. Models with large networks and transactions 

volumes

Source: Company filings
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There are three main categories of mobile money 

BOP business models 

Description Mobile money is:

Main business Non-core

1. Cost

saving

Cost savings in 

core business 

lines

2. Revenue

leveraging

Revenue 

generation

from cross sell

3. Revenue

earning

Profitable through 

fee income alone
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There are three main categories of mobile money 

BOP business models 

Description Mobile money is:

Main business Non-core

1. Cost

saving

Cost savings in 

core business 

lines

N/A ã

2. 

Revenue

leveraging

Revenue 

generation

from cross sell

ã ã
Bank, MNO

3. 

Revenue

earning

Profitable through 

fee income alone

With scale: 

payment providers

With scale: MNO, 

Bank
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The current landscape is evolving as leading 

business models morph



How does low end banking fit characteristics of generic 

successful BOP business models?

Source: Monitor (2009) Emerging Markets Emerging Models

Feature M-Pesa (m-payments) Mzansi ( debit card)

1. Pay per use service
Yesðonly to transfer &

cash out
Yesðno min fee

2. No frills service Yes Yes

3. Para skilling Yesðagents No

4. Shared channels Agentsðbut exclusive
Yesðone ATM fee; 

common brand



Conclusions

 Mobile money models are entering take off stage in various 

markets.

 Customer adoption remains a barrier.

 MNOs, banks, and 3rd party providers each start with different 

core competences and drivers, although some similar trends. 

 Each type of business model identified can be viable under 

different circumstances but not every player can be successful 

at all types of model
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