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ABSTRACT

The aim of the study is to assess the developnatutssof Mobile and Agent Banking services in
Ethiopia by taking the experience of three seleatadofinance institutions (MFIs), such as: Addis
Credit and Saving Institution (ADCSI), Oromiya Citednd Saving Share Company (OCSSCO)
and Amhara Credit and Saving Institution (ACSI) at@l sample agents participating in the
development of the M-BIRR Mobile Money Service (MM ovision as a case study. The study
identified and examined the MMS regulatory framekior Ethiopia.

The significance of 24 factors for MFIs and 29 ¢astfor agents that determine the viability of the

M-BIRR MMS business model for both the agents dm MFIs were categorized and assessed
under 5 variables in the study. Qualitative andngjtetive primary data from the 12 sample agents,
the 3 sample MFIs and 12 sample key informants wellected and used in the study. Relevant
secondary data were also collected and analyzeshipfoying descriptive statistical tools and by

using an agent/MFI revenue model developed ondleslof secondary data.

According to the results of the study, among the fiariables, the amount of revenue is the highest
significant factor whereas role related factorslasast significant in determining the viability thie
M-BIRR MMS business model for both the MFIs and thgents. Time specific factors are
considered as having highest significance for thene agents where as it has a higher
significance for the MFIs. Exogenous factors arfieptvariables both have higher significance in
determining the viability of the M-BIRR MMS for botthe MFIs and the agents according to the
results of the study. According to the resultshef study the M-BIRR MMS business model faces
regulatory challenges. Some key informants fromNB& and the MFIs argue that the technology
provider is assuming the role of financial insitas which they claim is beyond its expected role
according to the NBE regulation directive.

The M-BIRR MMS business model suffers from the Bmn stated under Article 6.2 of the NBE
Mobile and Agent Banking Services directive thataldewith the relationship of financial
institutions with third parties, including techngioservice providers and telecom companies. In the
M-BIRR business model, the TP entered in to a regesharing agreement with the MFIs that
limits the MFIs’ and Agents’ commissions from thendgce for 18 months on all FtFts following
customers’ subscriptions while allowing the TP ® dntitled to all commission earnings from
nFtFts indefinitely. In the M-BIRR business modeis the TP who has a contractual relationship
with the MNO. However, the existing directive rems financial institutions (not TSPs) to enter
into written agreement or contract with Telecom @amies for the provision of mobile and agent
banking services. In the existing system, the MBldata center is located in the premises of
Ethiotelecom with other related infrastructuresahhére used for the provision of mobile and agent
banking service located in the premises of the wiklch is against the NBE'’s requirements.. In
addition, the directive obliged TSPs to be compyedeprived of access to database and datacenter
unless authorized by financial institutions only &pecific period and for purposes related to
system support and/or maintenance services. ThiweVver, is not found to be the case in the
current M-BIRR scenario according to the findingshe study.

There NBE directive also does not cater for ‘Bustn€ustomers’. Even though it does not literally
mention the term ‘Business Customer’, it referst twhen the directive stipulates that agents can
only register ‘natural’ customers, i.e. not ‘bussecustomers’. The limits stipulated by the
directives are adequate for individual custometsriadequate for Business customers.

viii



CHAPTER ONE
INTRODUCTION

1.1. Background of the Study

Some pioneering firms, especially in Europe, hattoduced early mobile payment
services where only 8 percent of the world’s poporehad mobile phone subscriptions.
(Mas and Rotman 2008). Low-income countries inipaldr had very few users of either
Internet or mobile. When it came to banking andgber, all eyes were on the emergence
of a range of microfinance institutions (MFIs) tmatied on personal contact with clients.
In many countries, the number of bank branchesif@asased in absolute and even per
capita terms over a decade since early 2000 (DEID9). And MFIs have continued to
grow serving close to 100 million active loan cusé&rs at the end of 2008 (Gonzalez
2008). The unexpected success story of the pasidddtas been the speed and extent to
which mobile telephony usage has spread. More 8@apercent of the world’s population
is now within mobile coverage. In 2009, the GSM @aation (the GSMA) reported more
than 4 billion mobile subscriptions globally, wi0 percent of new connections in
emerging markets and mostly by lower income conssmBranchless banking has
emerged as a promising new approach to acceleratecfal inclusion. By changing the
costs and risks of distributing financial servicelsannels outside the branch have enabled
large commercial banks and new entrants like mob#éévork operators (MNOS) to
contemplate reaching large numbers of unservedl@€bp-ID, 2009). In recent years, no
example of branchless banking has done more tce stoikhusiasm than M-PESA, the
mobile payment service offered by Safaricom, Keayatgest MNO. Since its commercial
launch in March 2007, more than 7 million peoplepfagimately one in four adult
Kenyans—have signed up. Largely (though not onlyg tb M-PESA, the proportion of
Kenyans considered to be formally financially irded has almost doubled to 41 percent in
just three years (FSD Kenya 2009). M-PESA sometimesshadows the success of a
different approach to branchless banking found iazB that relies not on mobile phones
but on point-of-sale (POS) devices deployed at &sy@FID, 2009).



In 2006, the Council of Ministers of the East Afic Community (EAC) identified the
creation of a regional enabling legal and regujatenvironment as a critical enabling
factor for the effective implementation of e-Govweent and e-commerce strategies at
national and regional levels. Under its mandatefter technical assistance to developing
countries in the area of legal and regulatory meforelated to information and
communication technology (ICT), the United Natioionference on Trade and
Development (UNCTAD) has since been assisting EACDbuilding a harmonized
framework for cyberlaws across the five PartneteStaAs a result, EAC Legal Framework
for Cyber Laws Phase | — covering electronic tratisas, electronic signatures and
authentication, cyber crime as well as data prate@nd privacy — was adopted in 2010 by
EAC Council of Ministers on Transport, Communicagp and Meteorology. It is being
implemented at national level. Phase Il of the Feawrk is expected to be examined and
adopted in 2012, covering intellectual propertyhtsy competition, e-taxation and
information security. Adoption of harmonized cylaevl frameworks and transposition of
such frameworks into national laws are essentiansure an adequate legal response to
challenges and opportunities raised by the incngasadoption of information and
communication technologies (ICTs). The rapid sprefathobile phone services in money
transactions, which are a potentially great contob to the region’s economic
development and establishment of the common mé&ketadded urgency to the need for
an effective and robust legal and regulatory fraorewEAC has been ahead of other parts
of the world in electronic money transfers, withREESA which started operating in Kenya
in 2007, having taken the lead in terms of innawafor providing more inclusive access to
finance to a large part of the population who hiihérad been without a bank account.
Mobile commerce at large is gaining importance @ngndeveloping countries. From the
perspective of small businesses, mobile solutioas be applied to facilitate money
transfers as well as merchant, bill and salary mays1 More sophisticated financial
services, such as credit, savings and insurancensed) are also likely to expand in the
coming years. Their successful implementation v&tuire that mobile network operators
enter into effective partnerships with banks, mitn@ance institutions, insurance
companies or other organizations. It will also liegthat consumers and business users be
able to trust the systems on offer (UNCTAD, 2012).



The introduction and development of Mobile and AgBanking Service in Ethiopia is a
very recent phenomenon. The National Bank of EinidpBE) issued “Regulation of
Mobile and Agent Banking” directive for the firstrte on 3% of December 2012. The
directive addressed the definition of relevant &ramd conditions, modes of business
conduct, limits on mobile banking transactions, l@ggion processes and procedures for
financial institutions, system technology, custonuere diligence, agent management,
customer protection and reporting requirements \ititheffective date L January 2013.
(NBE, 2012)

Following the issuance of the ‘Mobile and Agent Bag Services Regulation’ directive
by the National Bank of Ethiopia (NBE) on DecemBé&t' 2012 and the start of the M-
BIRR MMS pilot by the MFIs in collaboration with entechnology provider (TP), M-
BIRR ICT Services PLC, various issues had beerdaiy different people (including the
TP, the financial regulator- the NBE, Mobile Monagents, the MFIs, Banks and the M-
BIRR customers) who are directly and in directlyalved in the M-BIRR MMS provision.
The researcher was directly involved in the M-BIRRMS provision as a Business
Development Manager with the TP. With his direagagement in the M-BIRR MMS and
day to day interactions with the various peoplediy and indirectly involved in the M-
BIRR MMS provision, the researcher had an oppotyuta learn the various issues raised
by those people involved. The contributions of wiicrance institutions in the introduction
and promotion of Mobile and Agent Banking Servidég regulatory challenges of Mobile
and Agent Banking Services and the viability of MeBIRR MMS Business Model for
MFIs and Agents in Ethiopia were the most frequssiies frequently raised and shared by
most of the people involved in the M-BIRR MMS prsiain. This motivated the researcher
to be interested to conduct the study in ordedtiress the issues.

Relevant quantitative and qualitative data fromhbetimary and secondary sources were
used in the study. In addition to standard desegptatistical tools, a revenue model was
used for data analysis purpose.

The scope of the study is limited to the three detk MFIs, since they are the only
financial institutions in Ethiopia who have yettess and completed the M-BIRR mobile

money service pilot phases.



The 6 selected branches of the three MFIs and2hsample agents were the main subjects
of the study since they are the only MMS outletster the selected MFIs.

The study focused on the M-BIRR MMS pilot periocartsactions’ data, reports,
experiences, and findings of individuals and orgatons directly and indirectly involved
in the M-BIRR MMS provision and Mobile and Agent ida@ng activities, practices and
regulations in Ethiopia.

The aim of the study is to assess the developntatussof Mobile and Agent Banking
services in Ethiopia by taking the experience aéd¢hselected microfinance institutions
(MFIs) such as Addis Credit and Saving Institut{&mCSI), Oromiya Credit and Saving
Share Company (OCSSCO) and Amhara Credit and Sawatigution (ACSI) and agents
participating in the development of the M-BIRR MiebMoney Service (MMS) provision
as a case study.

1.2.Statement of the Problem

The revenue sharing scheme of the M-BIRR MMS bussimaodel has been questioned on
its viability for the MFIs and agents as well assticcess in the long run.

The roles of financial institutions, agents, mohlietwork operators and mobile money
technology providers in the provision of Mobile aAdent Banking Services in Ethiopia
created confusions by the MFIs, agents, the tedgyoprovider and the mobile network
operator. The National Bank of Ethiopia’s Mobiledafsigent Banking Services Regulation
directives lacks clarity in defining the roles arebponsibilities of the different parties
involved in the provision of mobile and agent bawgkservices in Ethiopia. The directive
puts a maximum limit of 25,000 Birr on subscribemsaximum account balances and a
maximum daily account balance limit of Birr 6,00this is also questioned by the agents
and MFIs in its viability. The development of MM8& Ethiopia is hindered by lack of
relevant technical know-how, well-developed telecmifinastructures, adequate supply of
the required technology, lack of clearly definedulation, lack of integration between
MFlIs, lack of inter-MFIs clearing and settlemenstgyns, absence of public awareness
about the service, lack of well-developed netwofkboanches and agents and clear
information regarding the viability of (the M-BIRRJMS for agents and MFIs.



1.3.Significance of the Study

The results of the study can be important inputithéoregulation of MMS in Ethiopia, and
it would be a useful guide to financial institutsoas well as to potential agents who wish to
start a MMS. It will also be an important refereraed a starting point for other fellow
researchers interested to conduct further studiéise area since it is the first of its kind in

the country’s context given the growing level ofrdend.
1.4.0bjective of the Study

The main objective of the study is to assess thveldpment status of Mobile and Agent
Banking services in Ethiopia by taking the experemof the three selected microfinance
institutions (Addis, Oromia and Amhara) and ageuasgicipating in the development of

the M-BIRR MMS provision as a case study.

The Specific Objectives of the study are:

i. To examine the development status of microfinanostitutions and their
contributions in the introduction and promotion Mbbile and Agent Banking
Services in Ethiopia;

ii. To examine the Mobile and Agent Banking Servicegulaion (regulatory
framework) in Ethiopia (which includes setting ainceptual definitions of new
terminologies).

lii. To assess the viability of the M-BIRR MMS Businddsdel for Microfinance
Institutions in Ethiopia from the experience of AgJdAmhara and Oromiya
Microfinance Institutions.

iv.  To assess the viability of the M-BIRR MMS Busind&sdel for Agents in Ethiopia
from the experience of Agents affiliated to Addidmhara and Oromiya

Microfinance Institutions.

1.4.1. Research Questions
The study attempts to answers the following resequestions.

i.  What is the contributions of MFIs in the introdwuctiand development of Mobile

and Agent Banking Services in Ethiopia?
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ii.  What are the regulatory challenges and limitatiwitk regard to Mobile and Agent
Banking Services in Ethiopia?
lii.  Whether the M-BIRR Mobile Money Service businesslgias viable for the MFIs

and agents or not?

1.5.Scope and Limitations of the Study

The scope of the study covers the assessment othtke MFIs’ who are currently
providing the M-BIRR MMS for the development of MMS Ethiopia as a case study due
to the lack of other financial institutions (incind MFIs and Banks) and technology
providers who are authorized (by the financial tatpr, the NBE) to provide a MMS in
Ethiopia. Currently there are only five MFIs’ intidpia authorized by the NBE to provide
MMS.

Besides, the scope of the study includes examitiieg\NBE Mobile and Agent Banking
Directive with respect to assessing the regulatbamnework of MMS provision in
Ethiopia. The scope of the study also covers sisessment of the viability of the M-BIRR
MMS to MFIs and Agents in Ethiopia for the followgrreasons; first, due to the very
reason that M-BIRR ICT Services PLC is the onlyhtemlogy provider existing in the
Ethiopian market that started to test the technplagd business model through the M-
BIRR MMS in partnership with five MFIs’. Secondlgtarting a Mobile and Agent
Banking Service in Ethiopia is constrained by tkisteng regulatory and policy situations
of the country since the very nature of the serwiomlves the telecom and financial
sectors, which are very sensitive and closed foeigm investors who might afford the

huge amounts of financial and technological investts required for starting a MMS.

The scope of the study is also limited to the theelected MFIs, their very few branches
and agents since the three MFIs’ are the only Gir@nstitutions in Ethiopia who have yet

completed their MMS pilot phases.

The scope of the study is also limited to the M-BIRIMS pilot period transactions’ data,
reports, experiences, and findings of individuald arganizations directly and indirectly
involved in the M-BIRR MMS and Mobile and Agent Bamg activities, practices and



regulations in Ethiopia. The study is constraingd l&ack of previous research works
conducted in the local context and depend largalyebevant literatures; other country’s
research outputs, MMS & technology providers’ exgares and regulatory frameworks as
well as the M-BIRR MMS pilot experience.

1.6.0Organization of the Report

The remaining sections of the thesis are organaedollows. Chapter two deals with
review of literature relevant to the study incluglithe development of MFIs’ in the wider
context; the development of MFIs’ in Ethiopia; melimoney development and regulation
in the wider context, mobile money development eegllation in East African countries;
mobile money development and regulation in Ethippiad the development of the M-
BIRR mobile money service in Ethiopia. Chapter ¢hdeal with the research methodology
used in the study. It has five main sections, idiclg: the study areas, type and sources of
data used, sample design and sampling techniga&scdllection methods and methods of
data analysis. This chapter also introduces thatdg€l revenue model developed based
on secondary data obtained on the M-BIRR MMS expee of the three sample MFIs’
and twelve sample agents and used in the studghdpter four, the results of the study,
including the viability of the M-BIRR MMS for agentand MFIs in Ethiopia is presented,
followed by a detailed discussion of the study ifmgd. Chapter five comprises three
sections, such as: conclusions, limitations ofghely and policy implications. The final
section of the report presents lists of refereuses in the study, followed by appendices,

which include: definition of variables and samplesgtionnaires used in the study.



CHAPTER TWO

REVIEW OF RELEVANT LITERATURE

2.1.Introduction

Some pioneering firms, especially in Europe, hattoduced early mobile payment
services where only 8 percent of the world’s poporehad mobile phone subscriptions.
(Mas and Rotman 2008). Low-income countries inipaldr had very few users of either
Internet or mobile. When it came to banking andgber, all eyes were on the emergence
of a range of microfinance institutions (MFIs) tmatied on personal contact with clients.
In many countries, the number of bank branchesifi@asased in absolute and even per
capita terms over a decade since early 2000 (DEID9). And MFIs have continued to
grow—by some measures serving close to 100 mibictive loan customers at the end of
2008 (Gonzalez 2008). The unexpected successditting past decade has been the speed
and extent to which mobile telephony usage hasadpr®ore than 80 percent of the
world’s population is now within mobile coverage 2009, the GSM Association (the
GSMA) reported more than 4 billion mobile subsaédps globally, with 80 percent of new
connections in emerging markets and mostly by lomeome consumers. Branchless
banking has emerged as a promising new approaelcdelerate financial inclusion. By
changing the costs and risks of distributing finahservices, channels outside the branch
have enabled large commercial banks and new esttdet mobile network operators
(MNOs) to contemplate reaching large numbers ofetwexi people (DFID, 2009). In
recent years, no example of branchless bankingltvas more to stoke enthusiasm than M-
PESA, the mobile payment service offered by SadanicKenya’s largest MNO. Since its
commercial launch in March 2007, more than 7 millpeople—approximately one in four
adult Kenyans—have signed up. Largely (though mbt)adue to M-PESA, the proportion
of Kenyans considered to be formally financiallycluded has almost doubled to 41
percent in just three years (FSD Kenya 2009). MAE®metimes overshadows the
success of a different approach to branchless bgnkiund in Brazil that relies not on
mobile phones but on point-of-sale (POS) devicgdayed at agents (DFID, 2009).



In 2006, the Council of Ministers of the East Afic Community (EAC) identified the
creation of a regional enabling legal and regujatenvironment as a critical enabling
factor for the effective implementation of e-Govweent and e-commerce strategies at
national and regional levels. Under its mandatefter technical assistance to developing
countries in the area of legal and regulatory meforelated to information and
communication technology (ICT), the United Natioionference on Trade and
Development (UNCTAD) has since been assisting EACDbuilding a harmonized
framework for cyberlaws across the five PartneteStaAs a result, EAC Legal Framework
for Cyber Laws Phase | — covering electronic tratisas, electronic signatures and
authentication, cyber crime as well as data prate@nd privacy — was adopted in 2010 by
EAC Council of Ministers on Transport, Communicagp and Meteorology. It is being
implemented at national level. Phase Il of the Feawrk is expected to be examined and
adopted in 2012, covering intellectual propertyhtsy competition, e-taxation and
information security. Adoption of harmonized cylaevl frameworks and transposition of
such frameworks into national laws are essentiansure an adequate legal response to
challenges and opportunities raised by the incngasadoption of information and
communication technologies (ICTs). The rapid sprefathobile phone services in money
transactions, which are a potentially great contob to the region’s economic
development and establishment of the common méketadded urgency to the need for
an effective and robust legal and regulatory fraorkwEAC has been ahead of other parts
of the world in electronic money transfers, withREESA which started operating in Kenya
in 2007, having taken the lead in terms of innawafor providing more inclusive access to
finance to a large part of the population who hiihérad been without a bank account.
Mobile commerce at large is gaining importance @ngndeveloping countries. From the
perspective of small businesses, mobile solutioas be applied to facilitate money
transfers as well as merchant, bill and salary mays1 More sophisticated financial
services, such as credit, savings and insurancensed) are also likely to expand in the
coming years. Their successful implementation v&tuire that mobile network operators
enter into effective partnerships with banks, mitn@ance institutions, insurance
companies or other organizations. It will also liegthat consumers and business users be
able to trust the systems on offer (UNCTAD, 2012).



The introduction and development of Mobile and AgBanking Service in Ethiopia is a
very recent phenomenon. The National Bank of EinidpBE) issued “Regulation of
Mobile and Agent Banking” directive for the firstrte on 3% of December 2012. The
directive addressed the definition of relevant &ramd conditions, modes of business
conduct, limits on mobile banking transactions, l@ggion processes and procedures for
financial institutions, system technology, custonuere diligence, agent management,
customer protection and reporting requirements \ititheffective date L January 2013.
(NBE, 2012).

2.2.The Development of Microfinance Institutions

Lack of access to credit financing is assumed tor of the major bottlenecks for poor
people living in developing countries to escapenfimoverty. In recent global development
of financial services, MFIs are seen as a goodcehto fulfil the needs of poor people
living in developing countries than the conventidmenks. (UNCTAD, 2011)

The development of MFIs in Ethiopia is a recent mgmenon which involves the
government, the private sector and local and iat@wnal NGOs in its rapid expansion

Out of the existing 31 MFIs licensed by the NatioBank of Ethiopia, the 5 MFIs
affiliated to the government control more than 86%4he market (91% and 84% of the

industry’s loan portfolio and number of active lmwers respectively. (MTTIR,2011).
2.3.Mobile Money Development and Regulation

Banking through mobile phones has been common weldped countries for years. But

the real potential of “m-banking” may be to makeibdinancial services more accessible
to millions of poor people across the world. (CGRBP11).

According to a study conducted by CGAP in 2009ren3cenarios for Branchless Banking
in 2020, there are almost 4 billion unbanked peowéddwide. This represents more than
two-thirds of the population of the world’s low andddle income countries. According to

another study by Mckinsey in 2011, more than adnilpeople in emerging and developing
markets have cell phones but no bank accounts. Mamwyincome people store and

transfer money using informal networks, but theagehhigh transaction costs and are
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prone to theft. Mobile money is beginning to filig gap by offering financial services over
mobile phones, from simple person-to-person traadfe more complex banking services.
To date, there have been more than 100 mobile-mdeplpyments in emerging markets;
at least 84 of them originated in the past thresrs/eOnly a handful of these deployments
have reached a sustainable scale; some notablepesamclude M-Pesa in Kenya, MTN

Uganda, Vodacom Tanzania, FNB in South Africa, &@ASH and Smart Money in the

Philippines. Even these players have not gainecrtraction for financial services beyond

simple transfers and payments.
2.4. Mobile Money Development and Regulation in East Afican Countries (EACS)

Mobile Money is one of the recent development tsed EACs by offering new
possibilities in making financial services morelusive and accessible for poor people
living in the region. It refers to money storedngsiSIM cards and accessed by mobile
phones. Money transfer, payments, and other fie&rsgrvices are among a range of
MMSs provided by mobile money platforms. (UNCTAD/DETICT, 2012)

A study conducted by UN on Mobile Money for Busimé¥evelopment in EACS in 2011
revealed the existence of 15 Mobile Money Platfoang more than 77 million mobile

subscribers and more than 58 million mobile moregrsiin EACs.

The different players engaged in the provision d1$1in the developing world include:

MNOs, financial institutions (MFIs and banks), r&gary institutions, cash-in/cash-out
agents (people, automatic teller machines /ATMsarfcial institutions’ branches),

merchants and retailers who accept mobile moneypats, businesses that utilize MMS
to deliver their services, mobile phone manufacgjreobile money technology providers
and users of the service. (UNCTAD, 2011)

According to the comparative study of EACS MMS cacted by the UN, the experiences
of the region show that countries face challengesgulating of MMS and in addressing

issues that arise in mobile money operations.
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2.5.The Regulation and Development of Mobile Money Seige in Ethiopia

The mobile sector in Ethiopia is growing fast. lmé@ 2006, the number of subscribers in
EACs has reached 866,700, more than double theab#il0,630 recorded in 2005. The
current number of mobile subscribers tops 18 mmlliEthiotelecom, 2011 This shows
that there is a huge potential for MMSs in Ethiopi&elping to address the financial needs

of millions of unbanked poor.

The National Bank of Ethiopia (NBE) issued “Regidatof Mobile and Agent Banking”
directive for the first time on 3'of December 2012. The directive addressed thaitefi

of relevant terms and conditions, modes of busimesgluct, limits on mobile banking
transactions, application processes and procedimesfinancial institutions, system
technology, customer due diligence, agent manageroestomer protection and reporting
requirements with its effective dat& January 2013. (NBE, 2012).

Prior to the issuance of the NBE’s directive, a fMS technology providers including
M-BIRR ICT Services PLC entered to the market ihigpia; and had been discussing and
negotiating with different financial institutionscluding banks, MFIs and other actors in

the sector.

According to the directive financial institutiorgrfthe purpose of provision of mobile and
agent banking service, shall engage with Technobgyice Providers (TSPs) in any of
available modalities including acquisition of Teology Platform from TSPs or using the
Technology Platform of TSPs either through leasingevenue sharing arrangement (be it
on fixed transaction based payment, percentagewdnue based modality or any other

related modality);

Financial institutions that prefer to engage witkclinology Service Providers (TSPs) on
the basis of leasing or revenue sharing arrangerasnstated above shall fulfill the

following requirements:

Financial Institutions, with the objective of gradly owning the mobile and agent banking
technology platform/system and related hardwaresafivare infrastructure, shall engage
with Technology Service Providers (TSPs) on theisba$ revenue sharing or leasing
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arrangement only for a predefined and specific fi@eod acceptable to the National Bank
of Ethiopia. To this end, Technology Service Prev&d(TSPs) shall not continue doing
business with financial institutions on the basisr@venue sharing or leasing modality
perpetually/indefinitely. Rather, they should temate such relation by the end of the
contract/agreement period during which the ownersiiitechnology and platform/system
and related hardware and software infrastructurgeunhe contract/agreement be fully

transferred to the financial institutions.

Financial Institutions shall be entirely responsilib have access to and manage the
database and where applicable datacenter of thelanabhd agent banking service
technology. To this end, Technology Service Pradd€érSPs) shall be completely
deprived of access to database and datacentersusulgisorized by financial institutions
only for specific period and for purposes relatedsystem support and/or maintenance

services;

Financial Institutions, not Technology Service Rdevs, shall enter into written agreement
or contract with Telecom Companies for the provisif mobile and agent banking

services;

The data center and related infrastructures whiehuaed for the provision of mobile and
agent banking service shall be in-house in the esnof financial institutionghat they

have acquired, leased or have entered specialragreg for related purposes. (NBE, 2012)
2.6.The M-BIRR Mobile Money Service

Introduction and success of mobile banking depemdthree key determinants: policy and

regulation, profitable/sustainable business casalfaactors, and client uptake. Primarily,

policy and regulation sets the foundation stontefmobile banking model.

There are two types of mobile banking models: baaked model and nonbank based
model. Both models use retail network of agentdeiover their services to customers. The
former uses licensed financial institutions, sushtenks and MFIs to recruit agents and to
create legal relationship with customers. The l&i@s no direct contractual relationship
with any licensed financial institution either tecruit agents or to deal with customers

contractually. (Rasheda, 2011).
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M-BIRR is a national MMS provided by Addis, Amha@romiya, Dedebit and OMO
MFIs and their Agents in collaboration with the@gchnology provider — M-BIRR ICT
Services PLC. The M-BIRR MMS Business Model is albbhased and a revenue sharing
model. It uses MFIs for contracting retail agentd o hold customers’ accounts. In the M-
BIRR model the technology provider, M-BIRR ICT Siees PLC, has a contractual
relationship with the MFIs and the mobile netwopemtor (MNO), Ethioptelecom. The
MFIs contract retail agents and customers.

All actors involved in the M-BIRR MMS chain such e technology provider, the MNO,
the MFIs and retail agents receive a certain portdd the revenues collected from
subscribers as service fees. The revenue colléated customers in the form of service
charges is first splited in to two; and then, stangth the technology provider and either
with the MFI or the agent who initially registeréte subscriber. The commissions for all
non-face to face transactions are limited to 18 t®following the registration of a given
subscriber. For all non-face to face transactiofter 88 months of subscription, all
transaction fees goes to the technology provideithidr the MFI nor the agent gets any
commission; even though, the technology provider d&a obligation to pay Ethiotelecom

as per the agreement made between the two.

The M-BIRR Service includes: money deposit, moneyhdvawal, domestic money
transfer to both registered and non-registeredsuséobile airtime Top-up (Ethio telecom
credit), checking account balances, other admatiser services (PIN change, language
change, and statement), loan repayment, bulk diement and payment of goods.

Following the authorization given by the NBE, the~M started piloting the M-BIRR
MMS late in February 2012 with a common brand nataked “M-BIRR” before it

actually issued the Mobile and Agent Banking Dinext

The objective of the M-BIRR pilot was to validdtee MMS concept, the business model,
operational processes, the technology, and tofgeeback to the NBE’s directive in light

of the pilot experiences on the ground.
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The M-BIRR Mobile Money Service allows users tasBer money to other user’s account
using their mobile phone. When a Subscriber registethe service, an account is created
with the local MFI.

Once money has been deposited on his/her accoistary convenient for the Subscriber
to transfer money anywhere within Ethiopia. Of s®uthe recipient must either be a
Subscriber or simply have a mobile phone. It is Imtaster and more convenient than
going to a bank: If a Subscriber lives in Addis Abeand wants to send money to his
family back in Jimma, it's as easy as sending & tgping some numbers on a mobile
phone, and within a few seconds, the recipient getsessage in his/her mobile. He/she
then goes to his local Agent (shop, petrol statibaricher, etc.) and collects the money right

away.

In the M-BIRR MMS business model the mobile monegaaints are non-interest bearing
accounts. Accounts can only be accessed through4B&RR ICT system (Mobile phone
or Back-office console). Transaction fees are &gpto customers for most transactions
(not to Agents & Branches). Access to the serviteugh *818# is free (access to the
service is available even if the subscriber habalance on his phone). For every 1 Birr on
subscriber’'s M-BIRR wallet, there is an equival&mirr on their MFI M-BIRR account.

To access the system, at least one dedicated niwdmigset and SIM should be attributed
to each M-BIRR account. This mobile number will &&sociated to the subscriber's M-

BIRR account, when he/she is registered on the RIRB$ystem.

Once registered on the MFI M-BIRR System, subscrila@ access the M-BIRR service by
dialing*818# and hit send, like a normal phone call. To selketdperation, with a very
simple method of navigation, the user shall typéhsn number of the menu he/she wishes
to access, and hit the ‘Send’ button to receiverdet screen, with more options. Some
models of mobile will require subscribers’ to se¢laceply option in order to enable typing
the number of the menu item you wish to access.tralhsactions and accesses to the

system by the Branch and the agent are free ofjehar
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All M-BIRR Mobile customers’ accounts have debitlaralance limits set by the National
Bank of Ethiopia. A maximum daily debit limit of @Obirr and a maximum account
balance of 25,000birr. (NBE, 2012).

In the M-BIRR MMS business model the MFI branchesponsible to the management of
mobile money accounts; the selection, registrattesining, monitoring and support of
agents; customer registration, training and suppomplaint handling; and provision of
‘Face to Face’ services to Subscribers and Agemttuding: money deposit, money

withdrawal, mobile top-ups and providing customer uport.

According to the National Bank of Ethiopia MobiladaAgent Banking Directive, any
person engaged in a valid and lawful business omeercial activity with in Ethiopia can
be an agent of a financial institution. In makiagency arrangement, the financial
institution shall enter into a written contract kvihe agent for the provision on its behalf
any of the mobile and agent banking services seelcih the directive. The agent shall

fulfil at least the following minimum requiremergst by the NBE directive.

1. Must be at least 18 months in legally registerend walid business operating in
Ethiopia

2. Must have an existing well established businesgyewith appropriate physical
infrastructure and human resources to be ableaige services with the necessary
degree of efficiency and security

3. Must provide a police certificate proving that has criminal records in matters
related to finance, fraud honesty or integrity &ad a good reputation

4. Provide audited financial statements at leastHferast one year

5. A description of the commercial activity the entitgs been carrying on prior to the
date of application

6. Physical location, postal address and telephonéeunf the entity

7. Evidence of availability of funds to cover agenemions including deposits and
withdrawals by customers

8. Certificate of incorporation, certificate of regaion business license of the entity
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The M-BIRR MMS agents’ are responsible for custornegistration, training and
providing support; providing ‘Face to Face’ sergite Subscribers and Agents including:
accepting mobile money deposits, giving money wlaals, sale of mobile top-ups, and

customer support; and complaint registration aaddfer to the associated MFI branch.

To open an M-BIRR mobile money account individuastomers are required to own a
mobile phone and have it at registration; to haee@y and the original of an accepted and
valid identification card with picture on it (keleelD, residence ID, passport, or student
card); and to be at least 18 year old at timeegfstration. A business customer is required
to own a mobile phone and have it at registratitave a copy and the original of an
accepted and valid identification document of tleespn(s) designated by the business to
operate the account; to own a business, and prespigs and the originals of the business
license and TIN Certificate at the time of registna to open an M-BIRR mobile money

account.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1.Study Areas

The study was conducted by taking 3 selected saMplis, namely: ADCSI, ACSI and

OCSSCO operating in Addis Ababa, Amhara and Oromagpons, respectively as case
studies. Nine sample woredas and 8 cities in theesa@gions where the 3 sample MFIs
have been operating were covered by the study. Jamaple branches from each of the 3
sample MFIs were included in the study. From ADG&izanchis Micro Bank and Gullele

Woreda 02 branches were selected. From OCSSCO &ahdt Chanco branches were
selected. From ACSI Bahir Dar Micro Bank and Tisagkbranches were included in the
study. From each branch 2 sample agents were sgldot ADCSI the selected agents are
located in Kirkos, Arada and Bole Sub cities. I6@#, the selected agents are located in
Tis Abay, Bahir Dar, and Andassa. In OCSSCO thetzgare located in Chancho, Sebetta,

Sululta and Alem Gena towns.
3.2.Type and Sources of Data

Quantitative and qualitative data from primary as®tondary sources, such as relevant
literatures, articles, the MFIs reports, operatiaf@uments, the NBE Mobile and Agent

Banking Directive, the M-BIRR pilot electronic trgaction data were used in the study.
Primary data were collected from 12 agents 6 brascifi the 3 sample MFIs and other key

informants from the 3 MFIs, the NBE, the technolpggvider and Ethiotelecom.
3.3.Sample Design and Sampling Techniques

In the study, purposive sampling technique was usexklect the study samples. Among
around 30 MFIs registered at the NBE, five MFlIs¢lsuas: ACSI, ADCSI, OCSSCO,
OMO and DECSI were selected because the 5 MFIshar@nly MFIs in Ethiopia that
provide mobile and agent banking services accordinghformation obtained from the
NBE; among the 5 MFIs, 3 sample MFIs, such as: AGRICSI and OCSSCO were
purposefully selected because the 3 selected MElsha only MFIs in Ethiopia that has
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completed their respective pilot periods on the NB MMS during the study’s sample
selection. From each of the 3 selected sample Missample branches were purposefully
selected because they are the only branches sathple MFIs that are allowed to provide
the M-BIRR MMS by the NBE. Two sample agents &fd#id to each of the sample
branches were also selected due to they are tlyeMMIS providing agents available. In
addition, 12 sample key informants who have theaiireq experience and knowledge on

MMSs in Ethiopia were selected.

The study focused on the 3 selected sample MFé&st 6 branches and the 12 sample
agents that provide the M-BIRR MMS due to lack tfev MFIs and agents that provide

mobile money services in the country.
3.4.Data Collection Methods
As indicated earlier, both primary and secondawy&es of data were used in the study.

Designed questionnaires were used to collect pyirdata from 12 purposefully selected
sample agents, comprised of 4 sample agents frath ehthe 3 selected MFIs. The
selected samples were asked to rate 29 factorsffieat the viability of the M-BIRR MMS
business model for agents. A total of 9 sample eygas comprised of 3 samples from
each MFI were asked to rate 24 factors that affleetviability of the M-BIRR MMS
business model for MFIs on a Likert scale who argaged in the delivery of the M-BIRR
MMS. In addition, 12 key informants who are knowdedble and have the required
experience in the M-BIRR MMS pilot project, such agents, employees of the 3 MFIS,
individuals from the financial regulator (NBE) aride technology provider through
structured questionnaires were asked to collectitgtiee information regarding the
viability of the M-BIRR MMS business model for agemand MFIs.

Secondary sources, such as (pilot) reports of tMFB, 12 months electronic records of
customers’ (subscribers of the M-BIRR MMS) trangatt data and the NBE Mobile and
Agent Banking Regulation Directives were used mgtudy.

Primary data from 9 sample employees of the 3 Mffks,12 sample agents and from the
12 sample key informants were collected on fact&te-interviews and by using structured
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questionnaires for interview. The researcher paibpiravelled to the locations of each of
the 6 branches of the 3 sample MFIs, the 12 saragénts’ and the 12 sample key
informants to collect the required primary and selaoy data. The interview with ACSI
agents and employees was conducted from March 28684 in Bahir Dar and Tis Abay.
Primary data from ADCSI agents and employees weatbeged through March 18-22,
2014 in Addis Ababa. OCSSCO agents and employees weerviewed from March 11-
18, 2014 in Chancho, Sululta and Addis Ababa. Ke&grmants from the MFIs were
interviewed simultaneously during the researchigeld visits to collect primary data from
the sample agents and MFI branch employees. Téetfaface interviews with sample
key informants from the NBE, Ethiotelecom and the Were held through March 3-6,
2014 at their respective head quarters’. Secondiaty on the M-BIRR MMS transactions
for 12 months were obtained from the 3 sample Midadquarters and from the TPs
databases starting from March 11, 2014 throughlApri2014.

3.5.Methods of Data Analysis

Descriptive statistical tools as well as an agenenue model were employed to analyze
subscribers’ transactions data. IBM SPSS data sisadpftware version 20 was used in the

data analysis.
3.5.1. Descriptive Statistics

Descriptive statistics was used to explain theedgiit economic characteristics of the
sample agents and MFI branches providing the M-BIRRIS. These include mean,
percentage, and frequency of occurrence of diffetgpes of MM transactions. The
descriptive analysis was made using mean, frequehogcurrence, and percentage values
of agent/MFI commission revenues from the M-BIRR BNy type of transaction for
groups agents/branches of the same MFI as wetiradifferent MFIs.

Descriptive statistical analysis was carried owtrag/cashiers of the same MFI as well as
by agents/cashiers belonging to different MFIs #mel mean agent/cashier revenue for
agents/cashiers of the same MFI and agents/casifiglifferent MFIs as well as between
agents and branches of the same MFI and for alitagend cashiers of all MFIs were
compared.
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3.5.2. Agent/MFI commission revenue model

A agent/MFI revenue model developed based on secgrthta was employed to analyze
agent/MFI commission revenues from the M-BIRR MMS8r fvarious groups of
agents/cashiers of the same MFI and for agentsérasbf different MFIs as well as
between groups of agents and groups of cashiemdialy to the same MFI, between
MFIs and between agent groups and cashiers of BlsMIhe agent/MFI commissions
from the M-BIRR MMS were analyzed for the variousyps of agents and/cashiers by
transaction types such as commissions from FtF @tF transactions as well as
commissions from withdrawal, money transfer, monayucher, mobile top-up and

other/admin services.

The agent/MFI revenue model was used to analyzetsiggnd MFIs’ revenue from the M-
BIRR mobile money service. Agent/MFI revenues framobile money financial
transactions and non-financial services were asdeds/ the revenue model. The

agent/MFI revenue model used is depicted below.

Total Agent/MFI Revenue = commission from finandi@nsactions + commission from

non- financial transactions (other services), R

R=T+W+V+E+S

T = Agent/MFI commission from transfer

W= Agent/MFI commission from withdrawal

V = Agent/MFI commission from money voucher
E = Agent commission from top-up

S = Agent/MFI commission from other services sustPéN change, balance inquiry,
language change and mini-statement request

R =[(1.6nj + riny) + (ran) + (rp nc) + (0.04vy, Ny, + 0.02 vy, ny,) +(0.24
( n sl+ Nso +n s3 +n 54) + O35n 55)]
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Where:

1. T = Commission from transfer to registered custorfrey + commission from

2.

3.

transfer to non-registered customer (nr)

rc=1.6n and nr = m;

T=1.6n + 1 Nig

where, r= Commission rate for transfer to nr and i ranfges 1 to 6
(r1= 1.8 when the transfer amount is from birr bitw 1000,
r2=2.8 when the transfer amount is from birr 10®bitr 2000,
r3=3.9 when the transfer amount is from birr 20®bitr 3000,
r4=5 when the transfer amount is from birr 300bito 4000,
r5=6.1 when the transfer amount is from birr 40®bitr 5000 and
r6=6.9 when the transfer amount is from birr 50®bitr 6000)
nj = Number of transfers to registered users
nk = Number of transfers to non-registered users
W =rn
where, § = Commission rate for withdrawal by registereérssand a
ranges from 1 to 6 (rl= 1.2 when the amount of dvdlwval is from birr 1 to birr
1000,
r2=2 when the amount of withdrawal is from birr 1G0 birr 2000,
r3 when the amount of withdrawal is from birr 2G0Ibirr 3000,
r4=4 when the amount of withdrawal is from birr 3G0 birr 4000,
r5=5 when the amount of withdrawal is from birr 4G0 birr 5000
and r6=5.6 when the amount of withdrawal is fromt 5001 to birr 6000)
n = Number of transactions (withdrawal by registensdrs)
V=rpNe
where, § = Commission rate for money voucher (b ranges fiam 6 and
(r1l= 1.8 when the transaction amount is from bito birr 1000,

r2=2.8 when the transaction amount is from birrlL@®birr 2000,
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r3=3.9 when the transaction amount is from birr2@®Obirr 3000,
r4=5 when the transaction amount is from birr 3@Ofirr 4000,
r5=6.1 when the transaction amount is from birr4@pbirr 5000 and
r6=6.9 when the transaction amount is from birr5@Obirr 6000)

n= Number of transactions (vouchers)

4. E = Commission from direct top-up (D) + commissfoym indirect top-up (1)

E = 0.04yy ny+ 0.02vy; Ny,

where, 0.04= Commission rate for D and 0.021d fo
Vyy = Value (amount) of direct top-ups
ny= Number of direct top-ups
Vy; = Value (amount) of indirect top-ups
n= Number of indirect top-ups

5. Commission from other (admin) services, S

S=B+P+L+S+M=0.24 (41t Nsp+ Nsz+ Ngg) + 0.35n5

Where, B, P, L, S, M = Commissions from balancguiry, PIN
change, language change, secret word change andtatement request

respectively

0.24 = Commission rate in birr for B, P, L, S1dh35 birr for

Ns1+ N2 + N3+ Ng= Number of transactions for B, P, L and

S respectively

l. Factors that affect viability of the M-BIRR MMS hiness model for Agents
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A. Dependent variable, Y, = Viability of the M-BIRR M3business model for Agents

Y = BiX + B,Z + B3E + B,T + BsO

Where, B, B, B3 B4 and B are coefficients
X, Z, T, E and O are independent variables with:
X = Amount of agent commission from the M-BIRR MMS
R = Role related factors
T= Time specific factors
E = Exogenous variable
O= Other factors

B. Independent Variables

1. Amount of( agent’'s) commission (revenue) from theBNRR MMS

(from both financial and non-financial transactipnié

X= blt + b2W+ b3V + b4E + b5S

- Transfer, t

- Withdrawal, w

- Money voucher, V

— E-Vouchers (mobile top-ups), E
— Other transactions, S

2. Role related factors , Z,

/= blu + bzl + b3f

— Upfront capital , u
— Liquidity management, i

— Staff and space, f
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3. Exogenous variables, E

E = b;s + byr +bse

— System reliability, s
— Security risk, r

— Effect on other agent business, e

4. Time specific factors, T

T= bla + ng + b3d + b4V + bsk

- Adequate revenue at start up, a

— Major (anticipated) costs with growth, g

- (fragmented) demand among agents, d

- Adequate (M-BIRR) MMS availability for subscribeis utilize
their money deposited in their (M-BIRR) mobile agots, v

— Accessibility of the M-BIRR MMS for
customers/accessibility/availability of (the M-BIRRcash-

in/cash-out service outlets, k

5. Other factors, O

O=b;p + bom + bsc + byn + bsh + bgg +b,l + bygj

— Capital tie-up cost, p

— Agent physical proximity to MFI (‘s M-BIRR MMS praging)
branch, m

— (travel cost) transport cost to and from MFI braffichreplenish
agent MM deposit), ¢

— Time spent for travel to and from MFI branch (tplemish agent
MM deposit), n

- (Level of) customer awareness about the M-BIRR MKS,
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— Marketing and promotions of the M-BIRR MMS by theBIRR
MMS providers, q
— Individual mobile account balance limits, |

— Dalily debit limits of MM accounts, j

Il. Factors that affect viability of the M-BIRR MMS hoess model for MFlIs

A. Dependent variable, viability of the M-BIRR MMS fbiFIs, Y

Y = B;C+ B,R + B3E + B,T+ BsO

Where B, B, B3 B, and B are coefficients
C,R, T, E and O are independent variables with:
C = Amount of MFI commission from the M-BIRR MMS
R = Role related factors
T= Time specific factors
E = Exogenous variable

O= Other factors

B. Independent variables

1. Amount of MFI commission from the M-BIRR MMS, C

C= blT + b2W+ b3V + b4E + bss

Where,

— Transfer, t

-  Withdrawal, w
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- Money voucher, V
— E-Vouchers (mobile top-ups), E

— Other transactions, S

2. Role related factors, R

R = b1U + b2|+ b3S

Where,

— Upfront capital , u
— Liquidity management, i

- Staff and space, s

3. Exogenous factors, E

E = bir + b,s+ bse

Where
— System reliability, s
— Security risk, r

— Effect on other agent business, e

4. Time specific factors, T

T =byr + bog+ bad + bsv + bsk

Where,

— Adequate revenue at start up, r
— Major (anticipated) costs with growth, g
- (fragmented) demand among at start up, d

- Adequate (M-BIRR) MMS availability for subscribets utilize their money
deposited in their (M-BIRR) mobile accounts, v
— Accessibility of the M-BIRR MMS for customers/acs#slity/availability of

(the M-BIRR) cash-in/cash-out service outlets, k
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5. Other factors, O

O = byg + byd+ bsa + bsp + bsm + bgn

Where,
— Geographical coverage of the service, g
— Deposits mobilized through M-BIRR, d
— (Level of) customer awareness about the M-BIRR M&IS
— Marketing and promotions of the M-BIRR MMS, p
- Individual’s maximum mobile account balance limits,

— Dalily debit limits of MM accounts, n

3.5.3. Likert Scale

Likert scale was used to rate the level of sigaffice of 24 factors for agents and 29 factors
for MFIs categorized under 5 major variables thHtgch the viability of the M-BIRR MMS
business model for agents and MFIs in Ethiopiaebeinants of agent and MFI revenue
were analyzed using a Likert scale. The scale mafrgen 1 to 5 scale points. In the scale, 1
represented highest significance of the factoe@easented significance of the factor; 3 as
neutral factor; 4 represented lower significancetied factor; and 5 represented least
significance of the factor in determining the vidpiof the M-BIRR MMS business model

for agents and MFIs.

In addition, qualitative data was collected througthependent structured interviews with
key informants selected from the TP, MFIs, the rcial regulator, other financial
institutions (commercial banks and other MFIs notvoived in the M-BIRR MMS

provision), the MNO, active M-BIRR agents, previoMsBIRR agents and non-agents.

The primary data obtained from key informants wastesnatically recorded and analyzed.
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CHAPTER FOUR

RESULTS AND DISCUSSION

This chapter has two sections, namely: resultsdisclission sections. The results section
describes the results and findings of the deseaptatistics, the agent/MFI revenue model
analysis and the Likert Scale analysis of the stiitiye discussion section presents critical
and summarized views of the researcher based ofintiags of the study. This section
also discusses the experience of the researchér negard to the M-BIRR MMS

experiences of the 3 sample MFIs and agents inldeta
4.1. Results

The M-BIRR agent/MFI revenue model analysis wasertagusing the agent/MFI revenue
model developed based on secondary data obtaioedtfre 3 sample MFIs and 12 sample
agents and the secondary data on the 12 monthsR®-BIMS customers’ transactions
obtained from the MFIs. The model was developeadbas the end user service pricing,
fees, and actual M-BIRR transactions and commissgamned by the MFIs, agents and the
TP.

4.1.1. The Viability of the M-BIRR MMS Business Model for Agents Results

The analysis on the viability of the M-BIRR MMS lsss model for agents was made by

using the below equation developed by the researche

Y = BiX + BoZ + BsE + B4T + BsO

Where, B, B, B3 B, and Bare coefficients
X, Z, T, E and O are independent variables with
Y= Viability of the M-BIRR MMS Business Model for gents
X = amount of agent commission from the M-BIRR MMS

R = role related factors
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T= time specific factors
E = exogenous variable
O= other factors

The analysis on the viability of the M-BIRR MMS lsss model for agents was made on
five major variables, such as: the amount of ageaet®nue from the M-BIRR MMS; role
related factors, such as: upfront capital requimemiquidity management and staff and
space; exogenous variables, such as: security system reliability, and effect on other
agent businesses; time specific factors, suchdegjumte revenue at start up, major costs of
growth, fragmented demand among agents, availbditd accessibility of adequate
mobile money services for customers to utilize rthreobile money deposits; and other
factors, including: the opportunity cost of capitabent’s proximity to MFI branches,
transport costs to replenish deposits, time speneplenish deposits, level of customer
awareness, promotion and other marketing activittes NBE mobile and agent banking

regulation.

The analysis was further made on 29 factors categgbunder the five major variables that
have been identified to affect the viability of thieBIRR MMS business model for agents.
Each factor was rated by the 12 sample agentsloked scale ranging from 1 to 5 scale
points. In the scale, 1 represented highest sigmfie of the factor; 2 represented
significance of the factor; 3 as neutral factoregresented lower significance of the factor;
and 5 represented least significance of the faictatetermining the viability of the M-
BIRR MMS business model for agents.

The study’s findings from the analysis on eachhaf tive major variables that affect the
viability of the M-BIRR MMS business model for agemre presented below.

4.1.1.1. Amount of Agent Revenue from the M-BIRR Mobile Moneg Service
Findings

According to the study results, the amount of agierdvenue from the M-BIRR MMS
depends on 5 factors, such as: the amount of casions earned from mobile money

transfers, withdrawals, mobile air time top ups,neyw vouchers and administrative
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services, such as: PIN changes, language charegest svord changes and mini-statement

requests.

The result of the study shows that the amount ehtgj revenue from the M-BIRR MMS
is the highest significant factor in determining thiability of the M-BIRR MMS for
agents, with the score of 4.83. The descriptivéissies percentage analysis shows that
money transfer accounts for 0.58% of the commisiomgents while withdrawal, money
voucher, mobile top-ups and other services conil@u73%, 0.03%, 96.30% and 2.35%
respectively. The intensity of these 5 factorsaawverted on the basis of the Likert scale
score of the dependent variable. In this case theuat of agent revenue, by taking in to
account the relative weights of each of the inddpah variables that affect agents’
revenue from the M-BIRR MMS to find the coefficisrdassociated with each factor in the

agent revenue equation.

The result of the agent revenue model shows traitagrevenue from the M-BIRR MMS
is highly significantly influenced by their commigs earnings from mobile top-ups.
Accordingly the equation for agent revenue lookfodews:

X =0.14t + 0.18w+ 0.01V + 23.56E + 0.57S
Where,

- Amount of agent revenue, X

- Transfer, t

- Withdrawal, w

- Money voucher, V

- E-Vouchers (mobile top-ups), E

— Other transactions, S

If direct and indirect top-ups are treated sep@yatbe agent revenue equation will be
changed with direct top-ups accounting 25.89%, indatect top-ups 73.12% contributions
to agents’ total commissions as per the descripgivalysis result; and the new agent
revenue equation looks as follows with 6 independemiables; where direct top-up, D

and indirect top-up, I
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X=0.17t + 0.21w+ 0.01V + 7.5D + 20.41 + 0.68S

This new equation reveals that agents’ commissiom fthe M-BIRR MMS is highly

significantly depend on indirect top-ups, whicmitFt.
4.1.1.2. Analysis on Role Related Factors

Five factors, such as: upfront capital requireméqtidity management and requirement
for additional staff and space were classified umdke related factors and analyzed in the

study.

The results of the analysis revealed that, upfoaital requirement and the need to hire
additional staffs at startup of the service aresagred as neutral factors. The respective
scores of the two factors are 2.75 and 2.5. Howatierinitial investment required to start
the M-BIRR MMS business for agents has higher ficance in determining the viability
of the M-BIRR business model for agents with therscof 3.25. On the basis of the
findings of the research, the equation for rolatesd factors is depicted as follows:

Z=2.75u + 2.63i +2.5f
Where,

- Role related factors, Z
— Upfront capital , u
— Liquidity management, i

— Staff and space, f

4.1.1.3. Exogenous Variable Analysis

In the study, the factors included and analyzedeurlde exogenous variable are security
risk, system reliability, and effect on other agensinesses. The results of the analysis
show that exogenous factors are significant in rdateéng the viability of the M-BIRR
MMS business model for agents with the averageesobB.52. Reliability of the M-BIRR
MMS system is regarded as having the highest stgm€e with the score of 4.47. The
effect of providing the M-BIRR MMS on other busises of agents is rated as having

higher significance with the score of 3.42 pointsilev security risk, including robbery is
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considered as a neutral factor with the score@.2According to the findings of the study,

the equation for exogenous factors for agentsasepted as follows.

E =2.75s + 4.42r +3.42¢e

Where,

— [Exogenous factors, E

— System reliability, s

- Security risk, r

- Effect on other agent business, e

4.1.1.4. Time Specific Factors

According to the results of the study, the timecHpe variable depends on adequate
revenue at start up, major costs with growth, fragted demand among agents at start up,
availability and accessibility of adequate mobilenay services for customers to utilize
their mobile money deposits during startups. Tiselte of the study analysis revealed that,
time specific factors have higher significance etedmining the viability of the M-BIRR
MMS business model for the sample agents with therage score of 3.6 points.
Accessibility of the M-BIRR MMS and availability aidequate number of the M-BIRR
services have higher significance with the respedtores of 4.67 and 4.25 points. Having
adequate revenue from the M-BIRR MMS during itststi@ is rated as having higher
significance for the sample respondents with treesof 4 points. Whereas fragmented
demand across wide spread agents at start up éinghated cots that come associated with
the growth of the M-BIRR MMS like requirement foring additional staffs and space are
considered as neutral factors with the scores ah@® 3.12, respectively. Based on the

analysis of the study, the equation for time speéictors is depicted as:
T=4a + 3.17g + 3d + 4.25v + 4.67k
Where,

- Adequate revenue at start up, a
— Major (anticipated) costs with growth, g

- (fragmented) demand among agents, d
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- Adequate (M-BIRR) MMS availability for subscribeis utilize
their money deposited in their (M-BIRR) mobile agots, v
- Accessibility of the M-BIRR MMS for
customers/accessibility/availability of (the M-BIRRcash-
in/cash-out service outlets, k
4.1.1.5. Other Factors

In the study, eight factors, including: the oppaity cost of capital, agent’s proximity to
MFI branches, transport costs to replenish depadsite spent to replenish deposits, level
of customer awareness, promotion and other markedativities, the NBE mobile and
agent banking regulation (account balance limitsimum requirements for agents) were
classified and analyzed as other variables. Acaogrth the results of the study, the other
variables have higher significance in determinihg wiability of the M-BIRR MMS
business model for the agents with the averageesabB.5 points in the agent revenue

model equation.

Among the eight factors analyzed under the otheabke equation, the level of customers’
awareness about the M-BIRR MMS, the geographicaki@ge of the service to allow
customers of the three MFIs to conduct MMS traneast among each other, and
promotional activities conducted by MFIs and thehteology provider have the highest
significance with the respective scores of 4.4224and 4.42 points on the respondents
ratings. On the other hand, the opportunity cosihef money invested to provide the M-
BIRR MMS by agents; the time they spent for tramgllto and from their nearest MFI
branch, and the agents’ proximity to their afféidtMFI branches have higher significance
in the other variables equation with the score8.62, 3.83 and 3.58 points, respectively.
The maximum account balance limit set on individmabile money accounts, cost of
transport for travel to and from MFI branches a#l a®the daily debit limit on subscribers
mobile money accounts are considered as having daymificance by the sample
respondents with the scores of 2.67, 2.42 and Rdd&s respectively. According to this

finding, the equation for other factors is presdras follows:

O=3.92p + 3.50m + 2.42¢ + 3.83n + 4.42h +4.42q42¢ + 2.08| + 2.67]

Where,
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— Capital tie-up cost, p

— Agent physical proximity to MFI's (M-BIRR MMS proding)
branch, m

— (travel cost) transport cost to and from MFI braffichreplenish
agent MM deposit), ¢

— Time spent for travel to and from MFI branch (tplemish agent
MM deposit), n

— (Level of) customer awareness about the M-BIRR MKIS,

— Marketing and promotions of the M-BIRR MMS by theBIRR
MMS providers, q

— Individual mobile account balance limits, |

— Dalily debit limits of MM accounts, j

Finally, according to the joint findings of the ageevenue model and the Likert Scale
analysis, the amount of agents’ revenue from thBIRIR MMS is the highest significant
variable in the viability of the M-BIRR MMS busiresnodel for agents’ equation with the
highest score of 4.83. On the other hand, timeiipeexogenous and other factors have
higher significance in determining the viability thfe M-BIRR model for agents with the
score of 3.82, 3.52 and 3.5 points respectivelthexmodel. Whereas role related factors
are rated as neutral factors by the sample resptsdédccordingly, the equation for the

viability of the M-BIRR MMS business model for ageis depicted below.
Y =4.83X + 2.63Z + 3.52E + 3.82T + 3.50
Where, X, Z, T, E and O are independent variabiés
X =amount of agent commission from the M-BIRR MMS
R =role related factors
T= time specific factors
E = exogenous variable
O= other factors
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4.1.1.6. Descriptive Statistics

The descriptive analysis was made using the maximammimum and average
commissions earned by the sample agents from thBIRIR MMS as well as the
frequencies of each type of mobile money transastid he descriptive statistics analysis
revealed that the average amount of agents’ revéooe the M-BIRR MMS is birr 695
per month, while the average commission for agentsrr 213; whereas, the maximum
amount of their monthly commission is birr 2799wét standard deviation of birr 692. The
maximum, minimum and average monthly commissionsi@sample agents of each of the

3 sample MFIs is presented in Table 1 below.

Table 1: Agents’ commissions in birr

N Minimum Maximum Mean Std. Deviation

Commision 12 213.2000  2799.800d 695.054834 692.910689¢
Valid N (listwise) 12

According to the descriptive analysis results, Rt€tounts for about 55% from the total
transactions for agents and around 71% from the tamtmmissions earned from the M-
BIRR MMS transactions. Out of the FtFt indirect 4gps contributed, about 99% from
both the number of transactions by agents and toenmissions. On the other hand, nFtFt
accounts 45% from the number of total transactamtsabout 28% from total commissions
earned by the sample agents. From the nFtFt, dopetips take the lions share in terms of
both the number of transactions and amount of casions. The analysis revealed that
direct top-ups account for about 87% of the numbletransactions and 90% of the
commissions from nFtFt earned by the sample agentgeneral, top ups account for about
94% of the total number of transactions and 96%heftotal commissions for agents from
the M-BIRR MMS. The sample agents’ commissions rmamehber of transactions from FtFt

and nFtFt is shown in Table 2 below.
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Table 2 Agents’ commissions (in percent) and nunabéransactions from FtFt and nFtFt

FtFt nFtFt
No. of Comm. No. of Comm.
trans. % | amount % | trans. % | amount %
Agent 6047.00 0.55 6713.33| 0.71| 4966.00| 0.45 2718.71| 0.29

4.1.1.7. Findings from Sample Key Informants

The result of the analysis on the key informatiditacmed from sample key informants
revealed that, in the long run agents will losartearnings from top ups due to the reason
that most customers would prefer to top up direfttyyn their phones. This will minimize
the agents’ commissions from indirect top ups. dditon, the commissions from direct
top ups is limited only to 18 months of the custeheubscription. The sample key
informants also have the fear of losing their esgaifrom the sale of ethiotelecom’s
mobile scratch cards in the long run with the gtowt the M-BIRR service. On the other
hand, the sample key informants revealed that aganild benefit from increased visitors
due to the provision of the M-BIRR MMS. Most keyfarmants agree that agents might
get new prospects for their non M-BIRR businessa® fM-BIRR visitors.

Almost all key sample informants interviewed agré®at there should be clear procedures
in place to safeguard agents from potential roblaery other security risks even though
there are no such cases so far reported. The sadaplénformants also revealed that,
currently, the agents are not getting satisfactmmymissions from the M-BIRR MMS due
to: lack of public awareness about the servicek l@icadequate number of the M-BIRR
mobile services like salary and bill payments, dod to lack of sufficient number of MFI
branches and agents that provide customer registrand cash in and cash out MMSs. In
addition, the lack of inter MFI transactions thdibw customers of different MFIs to
transact among each other is considered as hawghgrhsignificance for the growth and
expansion of the M-BIRR MMS and its feasibility fibre agents.
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4.1.2. The Viability of the M-BIRR MMS Business Model for MFIs

Samples of nine branch employees (3 from each Mid) 6 senior management staffs (2
from each MFI) who are closely working on the M-BRRVIMS were asked to rate 24
factors categorized under five major variables rdigg their significance in determining
the viability of the M-BIRR MMS business model fdtIs. The significance of each of
the 24 factors was rated on a Likert scale of 4;twith 1 representing least significance of
the factor, 2 representing lower significance, 3nastral factor, 4 representing higher
significance of the factor and 5 representing hsglsgynificance. In the study, the viability
of the M-BIRR MMS business model for MFIs dependstloe five major variables, such
as: the amount of agents’ revenue from the M-BIRR3/ role related factors, exogenous

variables, time specific factors, and other factors

According to the research findings, the equationtfe viability of the M-BIRR MMS
business model for MFIs is depicted as follows:

Y =4.67C + 2.67R + 4.17E + 3.57T+ 3.470

Where,
Y is dependent variable, viability of the M-BIRR Md/business model for MFIs
B, B2, B3, B4 and B are coefficients
C, R, T, E and O are independent variables with:
C = amount of MFI commission from the M-BIRR MMS
R =role related factors
T= time specific factors
E = exogenous variable
O= other factors

The results of the study revealed that, among tim&ajer variables, amount of commission

revenue from the M-BIRR MMS has the highest sigaifice in determining the viability
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of the M-BIRR MMS for MFIs with the average scoifedo67 points. Exogenous variables
are also highly significant with the score of 4.@dints. The other highly significant

variable is the role related factors that scorel? 4average points. On the basis of the
analysis of the study, the time specific variabled ahe other factors have higher

significance with respective scores of 3.57 and pdints.
4.1.2.1. The Amount of the MFIs’ Revenue

According to the study results, the amount of MFé&s/enue from the M-BIRR MMS is the
sum of MFI commissions from transfers, withdrawatg ups, money voucher and from
administrative services, such as: PIN change, laggwhange, secret word change and
mini-statement request. According to the findingshe MFI revenue model analysis, the
amount of MFIs revenue from the M-BIRR MMS is theosh significant factor that
determines the viability of the M-BIRR MMS businessdel for the MFIs with the score
of 4.67 points.

The study results show that, the amount of comwnissévenue from the M-BIRR MMS
has the highest significance for the MFIs in detamg the viability of the M-BIRR MMS
business model with the score of 4.67 points. Tédsxdptive statistics percentage analysis
shows that, money transfer accounts for 0.01% ef ¢bmmission for MFIs; while
withdrawals, money voucher, mobile top-ups and rofi@evices contribute 2.42%, 0.07%,
89.78% and 7.73%, respectively. The intensity ek&h5 factors is converted on the basis
of the Likert scale score of the dependent vargble this case, the amount of MFI
revenue, by taking in to account the relative wesgsf each of the independent variables
that affect MFIs’ revenue from the M-BIRR MMS tanéi the coefficients associated with

each factor in the MFI revenue equation.

The result of the MFI revenue model shows that Mfggenue from the M-BIRR MMS is

highly significantly influenced by their commissiearnings from mobile top-ups.
According to the research findings the MFI reveagaation is:

C = 0.003T +0.56w+ 0.02V + 20.96E + 1.81S

Where,
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- Amount of MFI commission, C
- Transfer, t

- Withdrawal, w

- Money voucher, V

- E-Vouchers (mobile top-ups), E

— Other transactions, S

Further analysis of the model revealed that, iedirand indirect top-ups are treated
separately, the MFI revenue equation will be chdngih the direct top-ups accounting to
50.59%; and indirect top-ups to 39.19% contribwgiom MFIs’ total commissions as per
the descriptive analysis result. The new MFI reeerguation looks as follows with 6
independent variables, where Direct Top-Up, D artiréct Top-Up, I:

X = byt + bw+ bV + bsD + bsl + bgS
X =0.03t + 0.68w+ 0.02V + 14.18D + 10.981 + 2.17S

This new equation revealed that, the MFIs’ commisgrom the M-BIRR MMS is highly
significantly depend on the direct top-ups, whiglaiFtFt unlike for the agents.

4.1.2.2. Role Related Factors

In the study, the factors classified and analyzedeu role related variable equation are
upfront capital requirement, liquidity managememd #he requirement for additional staffs

and space.

According to the findings of the analysis, amon@ tiole related factors, liquidity
management and the requirement for additionalsstftl space to run the M-BIRR MMS
are found to be neutral factors in determining\iability of the M-BIRR MMS business
model for the MFIs with the average score of 2.6ints. Based on the basis of the study
findings, the equation for role related variableliesented as follows:

R = bu + bl+ bss

R =2.5u + 2.841+2.67s

Where,
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- Role related factors, R
— Upfront capital , u
— Liquidity management, i

- Staff and space, s

4.1.2.3. Exogenous Variables

On the basis of the model developed by the resegrte factors classified and analyzed
under the exogenous variable include: security, sgktem reliability, and effect on other
MFIs’ businesses. According to the results of thalgsis, among the factors analyzed
under exogenous variable, reliability of the M-BIRRMS system has the significance in
determining the viability of the M-BIRR MMS for thdFIs by attaining the highest score
of 5 points. The effect of (providing) the M-BIRRN¥S on other businesses of the MFIs’
is also the other highest significant variable Ktifls with the score of 4 points. Security
risk, on the other hand, has higher significance the MFIs with the score of 3.5.
According to the results of the analysis, the eigudbr the exogenous variable is found to
be as:

E = 3.5r + 5s+ 4e

Where,

— [Exogenous variable, E
— System reliability, s
— Security risk, r

— Effect on other agent business, e

4.1.2.4. Analysis on the Time Specific Factors

The factors categorized and analyzed under timeifgpevariable include: adequate
revenue at start up, major costs of growth, fragetdemand at start up, availability and
accessibility of adequate mobile money services dastomers to utilize their mobile

money deposits at start up, accessibility of thd8lRR MMS at anytime and anywhere
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where there is (ethiotelecom’s) mobile network cage, and availability of adequate

number of cash in and cash out outlets.

Based on the findings of the analysis, accessillithe M-BIRR MMS and availability of
adequate number of M-BIRR services for subscribbesie the highest significance in
determining the viability of the M-BIRR MMS busireesnodel for the MFIs with
respective scores 4.5 and 4.33 points. On the diied, fragmented demand across wide
spread at start up and anticipated costs that eaithethe growth of the (M-BIRR) MMS
have higher significance in the the M-BIRR MMS mgss model for the MFIs with the
respective scores of 3.33 and 3.17 points. Theuatmaf revenue from the M-BIRR MMS
at its startup is considered as a neutral factateitermining the viability of the M-BIRR
MMS for MFIs with the score of 2.5. According tcethesults of the analysis, the equation

for time specific variable is represented as folow

T =2.5r+3.17g+ 3.33d + 4.33v + 4.5k

Where,

- Time specific factors, T

- Adequate revenue at start up, r

— Major (anticipated) costs with growth, g

- (fragmented) demand among at start up, d

— Adequate (M-BIRR) MMS availability for subscribets utilize their money
deposited in their (M-BIRR) mobile accounts, v

— Accessibility of the M-BIRR MMS for customers/acs#slity/availability of (the

M-BIRR) cash-in/cash-out service outlets, k

4.1.2.5. Other Factors

The factors categorized under other variables & eéfquation of the MFI model are:
opportunity cost of capital, deposits mobilizedotigh the M-BIRR MMS, level of

customer awareness, the geographic coverage ofsdéinéce, promotion and other
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marketing activities and the NBE mobile and ageartking regulation (account balance

limits and minimum requirements for agents).

Based on the findings of the study, the three lyigignificant factors that are rated equally
with the average score of 4 points in determinihg viability of the M-BIRR MMS
business model for MFIs are the level of customearaness about the M-BIRR MMS, the
geographical coverage of the M-BIRR MMS to allowstmmers of the three MFIs to
transact among each other and deposits mobilizedigh the M-BIRR MMS. Promotion
of the (M-BIRR) service by MFIs and the technolgyyvider is rated as having higher
significance in determining the viability of the BIRR MMS for MFIs by attaining 3.83
score. The maximum account balance limit set oividdals’ MM accounts is rated as a
neutral factor by all MFI respondents’. Whereag, daily debit limit of subscribers’ MM
accounts is rated as having lower significance tfeg MFIs by scoring 2.33 points.
According to the findings of the analysis, the dopmfor other factors that affect the
viability of the M-BIRR MMS business model is dejgid as follows:

O =4g +4d+4a+3.83p +2.67m + 2.33n
O=4(g+d+a)+3.83p+267m+2.33n

Where,
- Other factors, O
— Geographical coverage of the service, g
— Deposits mobilized through M-BIRR, d
— (Level of) customer awareness about the M-BIRR M&S
— Marketing and promotions of the M-BIRR MMS, p
- Individual’s maximum mobile account balance limits,

— Dalily debit limits of MM accounts, n
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4.2.6. Descriptive Statistics

The descriptive statistics results show that theragye amount of ACSI's, ADCSI's and
OCSSCQO'’s branches/cashiers revenue from the M-BVRIFS is 8.76 birr, 17.80 birr and
38.45 birr respectively; while the average reveolthe same three MFIs is reported to be
birr 21.67 per month. The maximum amount of the thigrcommission for ACSI, ADCSI
and OCSSCO cashiers is birr 11.00, birr 49.83, lsind114.33, respectively; while the
minimum amount of commission is birr 6.51, birr B6.and birr 3.29, respectively. The 3
MFIs average, minimum and maximum monthly commissiare presented in Table 3

below.

Table 3: MFIs monthly commissions in birr

ACSI ADCSI OCSCO ALL
Max 11 49.83 114.33 114.33
Min 6.51 36.17 3.29 3.29
Av. 8.76 17.80 38.45 21.67

According to the descriptive analysis results, BtEt accounts for about 28% from the
total number of transactions and about 42% frontdked commissions earned from the M-
BIRR MMS transactions by the MFIs. Out of the FiRtirect top-ups contributed around
29% of the number of transactions and 39% of tmernassions of MFIs. On the one hand,
nFtFt accounts for about 73% from the number dltoansactions and 58% from total
commissions earned by the MFIs. The study alsoatedethat, direct top ups account for
about 84% of the number of nFtFt and 87% of the ra@sions earned by the MFIs.
Indirect top up, on the other hand, accounts fooual®8% of the total number of
transactions and 94% of the total commissions elginoen the total FtFt by the MFIs. The
average monthly commissions for all of the 3 MFis dach type of transactions are

presented in Table 4 below.

Table 4: MFIs’ monthly commissions by type of tracison in percent

FtFt nFtFt
Withdrawal| MV IT Transfer DT OS
cashier 5.809 0.17% 94.03% 0.00% 86.74% 13.26%
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4.1.2.6. Findings from Key Informants

Sample key informants from financial institutiodgKls), the NBE, the MNO, agents and
MMS technology providers who are knowledgeablehmintroduction and development of
Mobile and Agent Banking Services in Ethiopia wasied to give their (expert) opinions
in the development status of Mobile and Agent BagKservices in Ethiopia by giving a
particular emphasis to the M-BIRR MMS experienceha three MFIs. The information
from the key informants was collected using strreduinterview questionnaires. The
primary data collected from key informants addrdgbe following issues:

* The development status of microfinance institutiansgl their contributions in the
introduction and promotion of Mobile and Agent Bartk Services in Ethiopia;

* Mobile and Agent Banking Services regulatory limidas and challenges in
Ethiopia;

The viability of the M-BIRR MMS Business Model fdviIFls and Agents in
Ethiopia;

* Factors that affect the viability of the M-BIRR MMB&usiness Model for MFIs and
Agents in Ethiopia;

« Determinants of agent/MFI revenue from (the M-BIRRYISSs;

* Various factors and their level of significancettladfect different types of MM
transactions such as money transfer, withdrawats)ey voucher, mobile top-ups
and other transactions, such as: PIN changes, tltarsgcret word, language
changes, balance requests and mini-statement tdgqub¥VS subscribers;

* The relationship of financial institutions (MFI$YIM technology service providers,
MNOs, MM Agents and financial (MMS) regulators ithibpia;

* The current status and the long term effect of deeelopment and provision of
Mobile and Agent Banking Services for financialtigions (banks and MFIs),
regulators, MNOs, agents and MMS technology pragide Ethiopia;

» Factors that motivate financial institutions (MFls@gulators, MNOs, agents and
MMS technology providers in the development aral@on of Mobile and Agent

Banking Services in Ethiopia;
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* Factors that affect the introduction, developmemd @romotion of Mobile and
Agent Banking Services in Ethiopia; and

« The roles, responsibilities and limits of financiaktitutions (MFIs), regulators,
MNOs, agents and MMS technology providers in teeetbpment and provision

of Mobile and Agent Banking Services in Ethiopia.

According to the information obtained from sampky knformants, the NBE has been
concerned with the relationship between/among miffe parties involved in (the M-BIR

MMS business model) and it is in the process oismayg its “Mobile and Agent Banking

Services Regulation” directive which was issuedDmcember 31, 2012. Recently, the

NBE has informed financial institutions with a #attcirculated to clarify the provision

stated under Article 6.2 of the same directives tigals with the relationship of financial
institutions with third parties including technologservice providers and telecom
companies.

According to the analyzed information obtained, H&E requires Financial Institutions to
engage with technology providers (TSPs) with thgedtive of gradually owning the
mobile and agent banking technology platform anthted hardware and software
infrastructures on the basis of revenue sharirlgasing arrangement only for a predefined
and specific time period acceptable to the Natidahk of Ethiopia. Accordingly, the
NBE strictly limits TSPs in order not to engagehwd continuous business with financial
institutions on the basis of revenue sharing ositepmodality indefinitely. Rather, their
relationship should terminate by the end of thetremt/agreement period between the two
parties. TSPs shall be completely deprived of acdesdatabase and datacenter unless
authorized by the financial institutions only fqregific period and for purposes related to
system support and/or maintenance services. Wgardeto the relationship with MNOs,
the NBE requires Financial Institutions (not TSRs)enter into written agreement or
contract with Telecom Companies for the provisibmabile and agent banking services.
In addition, the data center and related infrastmes which are used for the provision of

mobile and agent banking service shall be in-hausiee premises of financial institutions.

According to the sample key informants, all the EIMare currently in the process of

revising their agreements with the technology ptewi(M-BIRR ICT Services PLC) in
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order to be in line with the regulatory requirensesince their current relationship with the
technology provider is not in line with the NBE®quirements. In addition, the agreement
between the technology provider and the MNO is seernvalid according to the key

informants. The MFIs are reported to be planningrter in to a new agreement with the

MNO to comply with the NBE’s regulation.

On the basis of the assessment findings, depositélized through the M-BIRR service is
a significant factor for MFIs with regard to theakility of a MMS business model for
MFIs. The MFIs are particularly interested with dsips generated through MMSs due to
its non-interest bearing nature. Sample key infoisiaevealed that MMSs has a positive
impact in improving the business processes of firninstitutions by significantly
reducing their operation costs, such as costs @tedowith opening of additional branch

offices since MMSs are branchless form of finans&lices.

According to the sample key informants, in a MM8e(tM-BIRR) business model, an
inter-financial institutions/MFIs relationship is key issue for its success in terms of
expanding the geographic coverage of the servikeglmy the growth of subscribers and
customer transactions) as well as for clearing setttlement of inter-MFIs’ transactions.
On the basis of the sample analysed informatiorrcgputhe clearing and settlement
responsibility (whether nominating a third party /a clearing bank, NBE as a clearing
agent, or one of the MFIs or the TSP to act agariclg house) is not yet clear in the (M-
BIRR model) as well as in the NBE’s regulation; ama system is in place yet. This is
considered as one of the main factors that inhii@tgrowth of the M-BIRR MMS and a

regulatory challenge that is not yet clearly adskees

In addition, responsibilities for marketing and ipration of the service as well as customer
support activities are also reported as not cleaytioned in the NBE’s regulation as per

the key informants.

The researcher has also learned from the samplmt@ynants that the NBE is in the
process of revising the Mobile and Agent Bankingviges regulation to address the above
mentioned regulatory challenges.
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4.2. Discussion

The M-BIRR MMS business model is a revenue shammoglel in which the technology
provider, M-BIRR ICT Services PLC, and the agentIM#ho initially registered the
(MMS) subscriber shares the revenue collected feubscribers as service fees. The
service charges paid by the (M-BIRR MMS) subscsbfer all financial transactions is
shared by the technology provider and either theé &iREhe agent (who initially registered
the subscriber) for a period of 18 months (follogvithe customer’s subscription) for all
non-face-to-face transactions (nFtFt) and for unéchperiod of time for all face — to-face

transactions (FtFt).

In the case of non-financial transactions or adstiative services, such as: balance
inquiries, language changes, PIN changes, secretd wbanges and mini-statement
requests; the agent/MFI commission is limited tgexiod of 18 months following

customers’ subscriptions. After 18 months of supson any fees collected from

customers in the form of service charges for atFh&s well as for administrative services
goes to the technology provider's account. Howeviee, technology provider has an
obligation to pay ethiotelecom (the mobile netwaoerator, MNO) on all transactions

whether it is financial or non-financial, FtFt drtft.

The three MFIs have 1070 M-BIRR MMS subscriberst @iuvhich 614 are registered by
agents, and the remaining 456 are registered abrdweches of the MFIs. The 3 MFIs
mobilized about 250, 000 birr non-interest beadegosit through the M-BIRR MMS.

Table 5: number of M-BIRR MMS subscribers

Agent Branch Total
ACSI 177 72 249
ADCSI 280 120 400
OCSSCO 157 264 421
Total 614 456 107(
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Table 6: Amount of deposit mobilized by the M-BIRRVS in birr

Amount of Deposit
ACSI 19653.39
ADCSI 185553.4
OCSSCO 43239.76
Total 248446.57

4.2.1. Viability of the M-BIRR MMS Business Model for Agents and MFIs

The viability of the M-BIRR MMS business model fagents and MFIs depends on
amount of agent’'s/MFI's revenue from the M-BIRR MM8le related factors, exogenous
factors, time specific factors and other factotegarized under other variables.

4.2.2. Amount of Agent/MFI Revenue

The amount of agent's/MFI's revenue from the M-BIRRMS is the sum of agent /MFI
commissions from transfers, withdrawals, top upspnay vouchers and from
administrative services, such as: PIN changesukge changes, secret word changes and
mini-statement requests. The amount of revenukeshighest significant factor for both
the agents and the MFIs in determining the vigbdit the M-BIRR MMS business model
for agents/MFIs.

4.2.3. Role-Related Factors

Role-related factors associated with signing upentd, conducting cash-in/cash-out
transactions, and doing other typical functionshswas upfront capital requirement,
liquidity management, staff and space requirememsle related factors are rated as the
least significant factors in determining the vidapibf the M-BIRR MMS business model
for both agents and MFIs. However, acting as amtaggn be a capital intensive business.
M-BIRR agents need to deposit a minimum of 10,0@0ibitially; and they are required
to have mobile phone apparatus and a SIM card. Hneyalso required to recharge a
minimum of 25 birr mobile credit to keep their SBdtive even though it doesn’'t need to
have a mobile credit to access the M-BIRR servigents for replenishing their mobile
accounts when their deposits reach 2000 birr. Tégsirement to have balanced cash on
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hand and electronic float to handle customers’ -Ga&lash-out transactions without any
interruptions which ties up agents’ money to doeothon M-BIRR business, like buying

and selling of mobile scratch cards.
4.2.4. Exogenous Factors

Exogenous factors, such as: system reliabilitgusty risk and the effect of the M-BIRR
service on other agents’ business are beyond taet'agmmediate control. Exogenous
factors are the second most important factors fBtdvland they are ranked third for agents
according to their importance in determining thability of the M-BIRR MMS business
model for agents/MFIs. System reliability is thesnhomportant factor for both agents and
MFIs among all other factors classified under exmges variable. Even though security
risk is considered as having high importance forldfiit is rated as a neutral factor by
agents with no security risk cases reported soThe. effect of the M-BIRR service on
other businesses of agents and MFIs is a very itapbfactor for both the agents and the
MFIs. The effect was positively taken by many kagngle informants as it is anticipated to
bring new customers for other non M-BIRR busindssath the MFIs and agents. For the
MFIs it is considered as a way to mobilize non4ies¢ bearing deposits. Assessment
results, however, revealed that some of the MR lsafear of losing their customers and
anticipated revenues from their non M-BIRR busin@ge local transfers) in the long run
unless the M-BIRR revenue sharing model is reviSaanple key informants revealed that,
with the growth of the M-BIRR service most trangaas will be nonface-to-face which
allows the TP to reap all commissions accrued faimFtFt after 18 months of customers’
subscriptions. Agents also share MFIs’ fear ofrigsiheir revenue from all nFtFt in the
long run as well as partially from their non M-BIRBusiness of selling ethiotelecom’s
mobile scratch cards by arguing that, with the dglowf the M-BIRR MMS most
customers would prefer to top-up directly from thehones with no earnings after 18

months of customers’ registration.
4.2.5. Time Specific Factors

Time-specific factors come into play at differemhés in the life cycle of a branchless

MMS. These include adequate revenue at start upgrneasts of growth, fragmented
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demand at start up, availability and accessibditpdequate mobile money services at start
up, accessibility of the M-BIRR MMS at anytime aadywhere where there is mobile

network coverage and availability of adequate nundfecash in and cash out outlets at
start up. Time specific factors are consideredhassiecond most significant factors for

agents, and third for MFIs.

The study revealed that, both the MFIs and the tsgare not generating satisfactory
revenue from the M-BIRR MMS. Mobile top ups domexhttheir current earnings due to
very small and fragmented demand for the otherstyfehe service at start up. Top uping
accounts for some 90% and 96% of the MFIs’ and @genmmissions, respectively. Out
of the FtFt transactions, indirect top ups accdantbout 94% and 99% of the MFIs’ and
the agents’ revenues, respectively. From the nFtiéext top up contributed 86.74% and
89.82% to MFIs and agents’ revenues respectivebcoiding to the M-BIRR business
model and information obtained from sample keyrmfants, both MFIs and agents do not
get any commission from all nFtFts (which is donababy top-ups) after 18 months of
customers’ registration. In addition, based onrdwilts of the study, it is argued that in the
long run, with the growth of the M-BIRR MMS, mostistomers would prefer for top
uping directly. However,such shift from indirect direct top uping is believed to leave
agents/MFIs with no potential earning from top Umis makes the current M-BIRR
business model not attractive for both the MFIs ageints.

4.2.6. Other Factors

Other factors, inclusing: opportunity cost of capitdeposits mobilized through the M-
BIRR MMS, level of customer awareness, the geodcamioverage of the service,
promotion and other marketing activities and theENBobile and agent banking regulation
are ranked last by both agents and MFIs accordingpeir importance to determine the
viability of the M-BIRR MMS business model for agetMFIs. Among other factors, that
include: deposits mobilized through the M-BIRR MMB8yel of customer awareness and
the geographic coverage of the service are the migsificant factors for the MFIs
whereas capital tie up; promotion and customergiraness are the most important factors
for agents. The MFIs are highly motivated by the-nderest bearing nature of the M-

BIRR deposits. According to the sample key infortsacurrently there is a very limited
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public awareness about the M-BIRR MMS due to theeabe of marketing and
promotional activities officially allowed by the NB In addition, there is no inter-MFlI
links and systems in place to enable inter-MFI Mishsactions which is considered as a
key factor for the growth of the service.
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND POLICY IMPLICATIONS

5.1.Conclusions

The study assessed the development status of the &E their contributions with regard
to the introduction and development of Mobile angeAt Banking services in Ethiopia by
focusing on the M-BIRR MMS experiences of the 3 BIFThe study examined the effects
and significance of 24 factors for MFIs and 29 dastfor agents categorized under 5 major
variables that determine the viability of the M-BRRMMS business model for agents and
MFIs in Ethiopia.

The 5 variables include: the amount of agent/Miereie from the M-BIRR MMS, role
related factors, exogenous variables, time speeididables and other variables. Each
factor was rated on a Likert scale from 1 to 5hwlitrepresenting very low significance of
the factor; 2 representing low significance of thector; 3 representing medium
significance of the factor; 4 representing highégniicance of the factor; and 5
representing highest significance of the factodétermining the viability of the M-BIRR
MMS business model for MFIs and agents in Ethiopia.

Qualitative data was collected from sample key rnmiants comprised of agents, MFIs,
NBE, TSPs, and MNO having knowledge and experieradasut Mobile and Agent
Banking Services in general and the M-BIRR MMS hass model in particular. Such data

was collected through structured questionnairedaderviews.

The M-BIRR MMS transactions for 12 months from thesample MFIs were collected
from secondary sources; and analyzed by employiegcriptive statistical tools, and

applying an agent/MFI revenue model developed baseskcondary data.

Relevant literature on MMS, including: articlessearch outputs, the MFIs reports, the M-
BIRR MMS operational documents used by agentsT#hand MFIs, agreements between
MFIs and agents, MFIs and the TP, the TP and MN®NBE Mobile and Agent Banking

services regulation directives were assessed.
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The Mobile and Agent Banking services regulatorgnfework in Ethiopia including

setting of conceptual definitions and new termigas were also examined by the study.

The research findings show that the current deveéoq status of MFIs is at its early stage
in introducing and promoting Mobile and Agent Bariservices in Ethiopia. The MFIs
contributions to the development of Mobile and AgBanking services has been hindered
by lack of relevant technical know-how and expertilck of well-developed telecom
infrastructures , lack of adequate supply of thgumed Hard Ware and Soft Ware
technologies’, lack of clearly defined regulatianrin a MMS; lack of systems in place.
Lack of systems in place in particular is foundhave been negatively affecting the
required integration between/among MFIs operatingifferent regions of the country to
make inter-MIFs transactions and to allow custonoérdifferent MFIs to transact among
each other. Lack of clearly defined systems andsrut place for inter-MFI clearing and
settlement of MM transactions; lack of public awsss about MMSs; lack of well-
developed cash-in/cash-out MMS networks, includmgVFI branches and agents; and
lack of sufficient information regarding the viabil of (the M-BIRR) MMS business
model for agents and MFIs are revealed by the staslymajor constraints for the
development of the M-BIRR MMS.

In the face all these constrains, however, the Bpga MFIs have showed encouraging
efforts and progress in introducing and promotimg Mobile and Agent Banking Services
in Ethiopia.

The regulatory framework of Mobile and Agent Barikservices in Ethiopia is at its very
early stage of development. The MFIs and conceageuhts operate following the Mobile
and Agent Banking services regulation’s directiigssied by the NBE on December’31
2012. The directives include issues that are redrbt defined with inherited limitations,
including the relationship of various parties inxed in the provision of a MMS, such as:
MNOs, TSPs, financial institutions (including MRsd Banks), cash-in/cash-out agents,

and third parties like clearing banks.

The results of the study shows that the M-BIRR MBbl&iness model suffers from the

limitations inherited in the NBE Mobile and Agenatiking services regulations directives
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as well as from lack of relevant skills and techhiknow-how on Mobile and Agent

Banking services by the MFls.

The study revealed that the viability of the MRIR MMS business model for agents and
MFIs depends on the existing regulatory situatianMobile and Agent Banking services
in Ethiopia as well as on specific factors suclam®unt of agent/MFI revenue from the M-

BIRR MMS, role related factors, exogenous variabtiese specific and other variables.

Among these factors, the amount of revenue eanmed the M-BIRR MMS is the most
significant factor, whereas role related factors &ast significant in determining the
viability of the M-BIRR MMS for both the MFIs andgants. For the MFIs exogenous
factors are the second most important factors,entimhe specific factors are considered as
the second most significant factors for agents. thivel important factor for MFIs is time
specific factors that affect the viability of the BIRR MMS whereas it is exogenous factor
for agents. Other factors, such as: opportunity obsapital, deposits mobilized through
the M-BIRR MMS, level of customer awareness, theggaphic coverage of the service,
promotion and other marketing activities and theENBobile and agent banking regulation
are ranked as the fourth important factors in det@ng the viability of the M-BIRR MMS

business model for both agents and MFls.

The M-BIRR MMS business model suffers from the psmn stated under Article 6.2 of
the NBE Mobile and Agent Banking Services directiliat deals with the relationship of
financial institutions with third parties, includjrtechnology service providers and telecom
companies. The current scenario shows that, inMRABIRR business model, the TP
entered in to a revenue sharing agreement withviffls that limits the MFIs’ and Agents’
commissions from the service for 18 months on dlFt$ following customers’
subscriptions while allowing the TP to be entittedall commission earnings from nFtFts
indefinitely. In the current M-BIRR business modkljs the TP who has a contractual
relationship with the MNO. However, the existingeditive requires financial institutions
(not TSPs) to enter into written agreement or @mttivith Telecom Companies for the
provision of mobile and agent banking services.thin existing system, the M-BIRR data
center is located in the premises of Ethiotelecoith wther related infrastructures which

are used for the provision of mobile and agent bankervice located in the premises of
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the TP, which is against the NBE’s requirementsaddition, the directive obliged TSPs to
be completely deprived of access to database aadetder unless authorized by financial
institutions only for specific period and for pugas related to system support and/or
maintenance services. This, however, is not fountle the case in the current M-BIRR

scenario according to the findings of the study.

In conclusion, in the current M-BIRR business motlet relationship between/among
MFIs’ to enable MM transactions between/among custs’ of different MFIs as well as
for clearing and settlement of payments assochatddinter-MFI MM transactions are not
in place. Even though the TP and the MFIs havetifieth and proposed clearing and
settlement rules and mandate agreement templatess neither signed by any of the MFlIs

nor approved by the financial regulator yet.
5.2. Policy Implications

There are important limitations observed and regubity the MFIs in the directive. It does
not cater for ‘Busines€ustomers’. Even though it does not literally n@mthe terms of
‘Business Customer’, implicitly refers to it whemetdirective stipulates that agents can
only register ‘natural’ customers, i.e. not ‘busise€ustomers’. The limits stipulated by the
directives are adequate for individual custometsrmdequate for Business customers.
However, there should be a distinction betweentiyges of Business customers:

- The ‘small business customer’ (small groceryaffee shop, small restaurant, stationary
shop, etc.) and

- The ‘corporate customer’ (large company, Govemngepartment, NGO, flower farm,

company with large amount of customers, employeé&oeficiaries).

For the*Small Business Customeifie maximum account balance may remain at 25 000
Birr. The maximum daily debit however should ber@ased; this is to avoid that small
businesses be forced, due to this limit, to gd&rtiocal Branch to often to withdraw cash
and place it on a ‘traditional account’. The reshar recommends that this daily debit be
increased to 12 000 Birr. It would also be advieahht small business customers be able

to register to the service at an Agent and not ahly Branch. This is important to allow an
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Agent to develop in his catchment area a condueiwagronment in which shops accept

payment by M-BIRR and customers can pay for goaitsguthe service.

For the ‘Corporate Customerthe maximum balance of 25 000 Birr is too low for a
business customer that may receive payments fraarge number of customers (for
instance utility companies), or a business custdimer need to disburse money to a large
number of employees or beneficiaries (for instarftmyer farm, NGO, large factory).
Therefore it is recommended that the maximum balafoz a business customer be
increased to 100 000 Birr and even higher for Varge disbursements carried out by
NGOs, government departments or other similar Isodi@e maximum daily debit should

also be increased substantially for two reasons:

* To allow high value withdrawal after receivingaade amount of payments
» To allow large amount of disbursements that witrespond to a high value
daily debit.

It is also observed that the customer registraposcess is time consuming due to the

customer registration form contains too many fietdsrite.

Agents are asking for promotion and advertisindoéomade to create awareness of the
public about the M-BIRR MMS.

Based on the findings of the study, the researshggests that financial institutions in
general and MFIs in Ethiopia in particular needamy development support through
relevant skills trainings on Mobile and Agent BarkiServices to develop their staffs’

technical expertise and know how on mobile monelirielogies.

The M-BIRR MMS business model needs revision ireotd comply with the Mobile and
Agent Banking Services regulation in Ethiopia adlvas to be viable for agents and

financial institutions, including MFIs in the cumieperiod as well in the long run.

All the actors involved in the introduction and d®pment of Mobile and Agent Banking
Services in Ethiopia including MFIs, TSPs, reguiat®@NO and agents need to learn from
other countries’ experiences on successful mobitey service business models to

develop a viable and workable model for all theveginvolved.
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The financial regulator in Ethiopia in consultatiovith all stakeholders directly and
indirectly involved in the development and provisiof Mobile and Agent Banking
Services in Ethiopia and by taking the regulatoxpeziences of other countries,
particularly EACs, need to make the necessary @w@agd clarifications in the existing
Mobile and Agent Banking Services regulation’s dinges for smooth introduction and

development of the service.

The responsible government body needs to make doessary developments in the
telecom infrastructures to accommodate the intrbodncand further development of
Mobile and Agent Banking Services in the country.

There should be a clear and workable system aedMEI integration and cooperation to
allow mobile money transactions among customeuiftédrent MFIs, and to make on time

clearing and settlement of inter-MFI mobile monensaction payments.

The MFIs in collaboration with TSPs need to conduarketing and promotional activities
about the M-BIRR MMS to create public awareness, @nincrease the number of MMS

subscribers and transactions.

Developing a national network of cash-in/cash-oobite money agent network is a key
issue for the growth and success of mobile andtdgmrking services. The MFIs and their
TP need to make the necessary efforts in recrudimd) developing competent agents to

provide the service conveniently to users.

Finally, even though the study is constrained lak laf previous works in the introduction
and development of Mobile and Agent Banking Sewiice Ethiopia, it answered all the

research questions it has anticipated.
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APPENDICES
APPENDIX A
Questionnaire for Agents

Dear respondent, the purpose of this study is tmethe partial fulfilment of the researcher’s

Master’'s Degree program in Agricultural EconomitS$a Mary’s University.

You are here by kindly requested to give your hbmesponses to the maximum of your

knowledge and skills related to the attached qoesti

The researcher would like to confirm to you that ttientity of respondents as well as the data
obtained through this questionnaire will remain faential and used only for the academic

purpose stated above.
Instruction

Please put a mark corresponding to your answer choices for eddhe attached three page

guestions.

Thank you,

Mesfin Tefera

St. Mary’s University

School of Graduate Studies
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SIN

Factors

Very Low

Importance

Low

Importance

Neutral

High

Importance

Very high
Importance

The amount of commission earned from the M-BIR
MMS

R

The number of transactions an agent conducts per

da

The type of transaction whether it is transfer,

withdrawal, top ups, money voucher or admin serv

ce

The commission rate for each type of transaction

The number of months since the customer subscril
for the M-BIRR MMS

ned

The type of transaction whether it is face to face

non-face to face transaction

The value of each transaction

The daily debit limit of subscribers’ accounts

The maximum account balance limit set on

individuals’ mobile accounts

10

The initial capital requirement to start an M-BIRR
MMS

11

The minimum amount of money an agent is requirg

d

to keep in his/her M-BIRR account
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12

Additional staff and space need to run the M-BIRR
MMS

13

Security risk for example robbery

14

Reliability of the M-BIRR MMS system

15

Availability of (ethioptelecom) mobile network

16

The effect of providing the M-BIRR MMS on other

business of the agent

17

The amount of revenue from the M-BIRR MMS at
start-up

18

Anticipated costs that will come with the growth of
the M-BIRR MMS like requirement to recruit
additional staff and space to operate the M-BIRR
MMS

19

Fragmented demand across widespread agents

20

Level of demand at start-up

21

Availability of adequate number of MM services for|
customers to utilize their M-BIRR account deposits

22

Accessibility of the M-BIRR MMS at anytime and

anywhere where there is a mobile network coverage

23

Opportunity cost of the money the agent is
using/invested to provide the M-BIRR MMS

24

The agent’s proximity to the MFI affiliated branch
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25

Cost of transport the agent pays for travel to famah
its affiliated MFI branch to get an M-BIRR service

26

Time spent by the agent for travel to and from its
affiliated MFI branch to get an M-BIRR service

27

The level of public awareness about the M-BIRR
MMS

28

The geographical coverage of the M-BIRR service
allow customers’ of different MFIs’ to transact amgo

each other

to

29

Promotion of the M-BIRR MMS by MFIs and M-
BIRR
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APPENDIX B
Questionnaire for Microfinances

Dear respondent, the purpose of this study is tmethe partial fulfilment of the researcher’s

Master’'s Degree program in Agricultural EconomitS$ta Mary’s University.

You are here by kindly requested to give your hbmesponses to the maximum of your

knowledge and skills related to the attached qoesti

The researcher would like to confirm to you that ttientity of respondents as well as the data
obtained through this questionnaire will remain faential and used only for the academic

purpose stated above.
Instruction

Please put av" mark corresponding to your answer choices for eddfe attached two page

guestions.

Thank you,

Mesfin Tefera

St. Mary’s University

School of Graduate Studies
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Very Low Low High Very high
S/N Factors Importance| Importance| Neutral | Importance| Importance
The amount of commission earned from the M-BIRR
1 MMS
2 The number of transactions an agent conducts per da
The type of transaction whether it is transfer,
3 withdrawal, top ups, money voucher or admin service
4 The commission rate for each type of transaction
The number of months since the customer subscfdred
5 the M-BIRR MMS
The type of transaction whether it is face to facaon-
6 face to face transaction
5 The value of each transaction
3 The daily debit limit of subscribers’ accounts
The maximum account balance limit set on individual
9 mobile accounts
10 The initial capital requirement to start an M-BIRRMS
11 Additional staff and space need to run the M-BIRRISI
12 Security risk for example robbery
13 Reliability of the M-BIRR MMS system
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14

Availability of (ethioptelecom) mobile network

15

The effect of providing the M-BIRR MMS on other
business of the agent

16

The amount of revenue from the M-BIRR MMS at start-
up

17

Anticipated costs that will come with the growthtbé
M-BIRR MMS like requirement to recruit additiondab#f
and space to operate the M-BIRR MMS

18

Fragmented demand across widespread agents

19

Level of demand at start-up

20

Availability of adequate number of MM services for

customers to utilize their M-BIRR account deposits

21

Accessibility of the M-BIRR MMS at anytime and

anywhere where there is a mobile network coverage

22

U)

The level of public awareness about the M-BIRR MM

23

The geographical coverage of the M-BIRR service to
allow customers’ of different MFIS’ to transact amgo

each other

24

Promotion of the M-BIRR MMS by MFIs and M-BIRR
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APPENDIX C
Questions to Key Informants

. Do you think the maximum daily debit limit for inddual mobile accounts set in the
NBE Mobile and Agent Banking Directive is fair? Why

2. Do you think the maximum mobile account balandaii® Why?

3. Why you didn’t mention anything about corporatetoagers in the directive?

4. Why do you limit registration of business customerdy at financial institutions’

premises?

. Do you think the minimum requirements for mobilemag agents put on the directive is
fair? Why?

. Do you think M-BIRR ICT Services PLC is a pure teology provider?

7. What are the factors that motivate agents/MFIstwide mobile money services?

. What factors affect the introduction, developmemd @romotion of Mobile and Agent
Banking Services in Ethiopia?

. What should be the roles and responsibilities mdricial institutions (MFIs), regulators,
MNOs, agents and MMS technology providers in thgetigment and provision of

Mobile and Agent Banking Services in Ethiopia?

10.What do you think will be the long term effect dfet development and provision of

Mobile and Agent Banking Services for financial tingions (banks and MFIs),

regulators, MNOs, agents and MMS technology pragide Ethiopia?

11.What should be the relationship of financial ingtans (MFIs), MM technology service

providers, MNOs, MM Agents and financial (MMS) réatiors in Ethiopia?
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Table 7: ACSI Agents'/Cashiers' transactions

APPENDIX D

Transfer Withdrawal Money Voucher Direct Top-up inedt Top-up Other Transactions Tota|
# Com. # Com. # Com. # Com. # Com. # Com. # Com.
Cashier 0.00%9 0.00% 0.58%  1.23 0.00% 0.00% 54.52988.87% 32.36%9  54.539 12.540% 5.38%9 87%| 6.79%
Agent 0.19%| 0.449 0.54% 1.06 0.00% 0.0p% 40.66% .69PA 52.79%  73.449 5.81% 2.36% 90.13
% | 93.21%
Table 8: ADCSI Agents'/Cashiers' transactions
Transfer Withdrawal Money Vouchef Direct Top-up inedt Top-up Other Transactions Total
# Com. # Com. # Com. # Com. # Com. # Com. # Conj.
12.86
Cashier | 0.00%| 0.00% 0.39% 4.00% 0.00p6 0.00% 58.14% 57.12% 2.29%| 26.03% 19.19% % | 8.58% 3.82%
Agent 0.37%| 0.68% 0.09% 0.13% 0.00% 0.00% 34.97% 20.83% 9.4986| 76.40% 5.08% 1.96% 91.42% 96.18%
Table 9: OCSSCO Agents'/Cashiers' transactions
Transfer Withdrawall Money Vouche Direct Top-up ihedt Top-up Other Transactions Total
# Com. | # Com. Com. # Com. # Com. # Con. # Com
53.57
0, 0, 0, 0, 790, 0, 0, q
Cashier 0.00 0.00] 0.55 2.04 0.07% 0.21% 62.98% 55.79% 1526, 37.01% 10.29%  4.96% % | 42.26%
0.00 0.01| 0.509 1.009 0.04% 0.10% 47.34% 34.15% 1386 61.41% 6.67% 2.72% 46.43
Agent % | 57.74%
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Table 10: Number of M-BIRR MMS Agents and Branches

Region Amhara Oromiya Addis Ababa Total

Agents 4 4 4 12

MFI Branches 2 2 2 6

Total 6 6 6 18
Table 11: Agents'/Cashiers’ FtF and nFtF transactias

FtFt nFtFt
Comm.
% Comm. Amt.| % # % Amt. %

cashier 966.00 0.27 731.61| 0.42| 2642.00f 0.73] 1023.81] 0.58

Agent 6047.00 0.55 6713.33| 0.71] 4966.00 0.45| 2718.71] 0.29

Total 7013.00 0.48 7444.94| 0.67| 7608.00 0.52| 3742.52| 0.33

Table 12: Agent/MFI Number of Transactions by Transction Type

Transfer Withdrawal Money Vouchef Direct Top-u ihedt Top-u Other Total
y P-UR p-up Transactions
# % # % # % # % # % # % # bci?rm n

Cashier 0.0Q 0.00 19.00 0.01 2.00 0/00 2217.00 0.6945.00 0.26| 425.00 0.12 3608.p0 1755142
Agent 33.00 0.0@ 34.00 0.00 1.00 0,00 4314.00 D.33012.00 0.55 619.00 0.06 11013.p0 9432.04
Total 33.00 0.00 53.0( 0.0p 3.0 0.00 6531(00 0.45 695/7.00.48| 1044.00 0.0y 14621.00 11187{46
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Table 13: Total Agent/MFI Commissions by Transactio Type

Transfer Withdrawall Money Voucher Direct Top-up ihedt Top-up Other Transactions Total
Comm. Comm. Comm. Comm. Comm. Comm. Comm.
Amt. % Amt. % Amt. % Amt. % Amt. % Amt. % Amt.
Cashier 0.0Q 0.00 42.46 0.02 1.p2 0/00 888.10 D.5687.92 0.39 135.71 0.08 1755.42
Agent 55.15 0.01 68.88 0.01 2.99 0,00 2442.05 ). BH41.46 0.70 221.51 0.02 9432.p4
Total 55.15 0.00, 111.34 0.011 4.21 0.p0 3330[15 0.30 BB329. 0.66 357.27 0.08 11187.46
Table 14: Agents'/Cashiers' FtF and nFtF Transactias by Transaction Type
FtFt nFtFt
Withdrawal MV IT Transfer DT (O}
No. No. No. No. No. No.
Trans. | Comm. Trans. | Comm. Trans. | Comm. Trans. | Comm. Trans. | Comm. Trans. | Comm.
% Amt. % % Amt. % % Amt. % % Amt. % % Amt. % % Amt. %
cashier| 1.97% 5.80%| 0.21% 0.17%| 97.83% 94.03%| 0.00% 0.00%| 83.91% 86.74%| 16.09% 13.26%
Agent 0.56% 1.03%| 0.02% 0.04%| 99.42% 98.93%| 0.66% 2.03%| 86.87% 89.82%| 12.46% 8.15%
Total 0.76% 1.50%| 0.04% 0.06%| 99.20% 98.45%| 0.43% 1.47%| 85.84% 88.98%| 13.72% 9.54%
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Table 15: Descriptive Analysis of Agents/MFIs M-BIRR Mobile Money Transactions

Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation

no.DT no. DT 3 2217 6531 4354,00 2157,278
no.IT no. IT 3 945 6957 4638,00 3232,944
no.MV no. MV 3 1 3 2,00 1,000
No.OfTransactions No. Of
Transactions 3 0 33 22,00 19,053
No.Ofwithdrwl No. Of

3 19 53 35,33 17,039
withdrwl
No.OT No. OT 3 425 1044 696,00 316,602
perDT 3 39,17% 61,45%|  48,4300% 11,60615%
perlT 3 26,19% 54,59%| 42,7867% 14,794320/]
PerlT_A PerIT 3 5,62% 11,78% 8,1800% 3,20899%
perMV 3 0,01% 0,06% 0,0300% 0,02646%
pertrnsfr 3 0,00% 0,30% 0,1767% 0,15695%
perwithdrwl 3 0,31% 0,53% 0,4000% 0,11533%
Valid N (listwise) 3
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APPENDIX E
Definition of Terms

Mobile Money Service: Mobile Money Service is the service delivered by MFIs and their
network of Branches and Agents. The Service allogers to transfer funds to other registered
users or Mobile phone holders within Ethiopia, $fan funds between accounts, deposit or
withdraw funds, pay bills, top-up their phone ctedil from the convenience of their mobile

phone.

Account: refers to a mobile money account that can only deessed either with the use of a

Mobile Phone or through a mobile money technologysole.

Agent. Agents are businesses that deliver the M-BIRRiserfor the MFIs. Agents may be
local grocery stores, petrol stations, or a villagmitcher.

MFI. These 3 letters stand fbdficroFinancial Institution . They are the account holders of the
money deposited by Agents and Customers. MFIslacerasponsible for selecting, registering,
training and monitoring of Agents.

Branch: Branches are MFI branches and sub-branches whahde the face-to face Mobile

Money Service to customers and agents.

Deposit/Withdrawal: These are the acts of physically putting moneg art account (deposit),
or taking from it (withdrawal). Agents and Custosararry-out those transactions on their
account through their mobile phone. Deposits anthdsawals constitute ‘Face to Face’

transactions and are only carried out through AggentMFI Branches.

Debit/Credit: A Debit means that money has been taken out ataount. A Credit means that
money has been added to an account. Debits or t€redn be generated by a variety of
transactions such as deposit/withdrawal, moneystean(sent/ received), transaction fee

payment, purchase of mobile credit, etc.

Face-to-Face Transaction: A Face-to-Face transaction is a transaction chroat by a
subscriber with an agent or a branch. Typical Raedeace transactions are: subscriber

registration, deposit and withdrawal.
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Non Face-to-Face Transactionis the opposite of Face-to-Face Transaction.
NBE: National Bank of Ethiopia
Subscribers: Subscribers are the registered ‘end-users’ oMblile Money Service.

Users: Users are people using the Mobile Money Servitey tcan be subscribers, non-

registered end-users.

KYC: KYC stands for Know Your Customer and refers lte &ctivities of customer due
diligence that financial institutions and other ukeged agents must perform to identify their

clients and ascertain relevant information pertirierdoing financial business with them.

AML/CFT: Stands for ‘Anti-Money Laundering/Combating tha@&icing of Terrorism’ — They
are a set of rules to mitigate the adverse eftgfotsiminal activity

Associated MFI Branch: is the Branch where the Agent was registered lisually the closest
MFI branch for the agent.

Financial Transactions include money transfer, cash withdrawal, and neobdp-ups. Non-
financial services include balance inquiry, chaggsecret word, language change, PIN change,

and mini statement request.
Top-Up: refers to recharging of mobile phone credits frmwbile money accounts.

Direct Top-Up: refers to recharging of mobile phone credits bychasing from mobile money

agents or cashiers.

Indirect Top-Up: refers to recharging of mobile phone credits bpseribers directly from

mobile money accounts.

Money Voucher. refers to mobile money transferred non registetestomers by subscribers of

a mobile money service.

Cash Float refers to the amount of cash an agent keepssihénitill for daily cash-in/cash-out

activities.
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