While mobile banking is now part of the business
landscape in many African countries, few people
outside the industry are aware of the invisible underlying
technology, the platform or interface that turns a mobile

phone into a mobile wallet or even a virtual bank branch.

To find out more, we went behind the scenes to talk
to Srinivas Nidugondi, the vice-president of Comviva, a
mobile financial solutions provider. By Alexa Dalby.
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In Africa, those with bank accounts are a



“minority”, says Nidugondi. There is a huge
unbanked population, meaning many people
use cash for transactions. Where regulations
permit, telecoms operators are therefore in a
unique position to offer basic financial serv-
ices to the unbanked and underbanked. “First,
they have a connect to the customer because
they have a mobile device. The second ad-
vantage is their distribution reach with many
agents that sell talk time. An obvious example
is M-Pesa in Kenya. Here the transactions
would be what we call cash in/cash out, peer
to pecr (P2P) transfers, topping up a prepaid
account for airtime and paying utility bills.”

He points out that the system of money
transfer has to be flexible for both banks and
mobile operators, The way it works, he says,
is “a telecom operator transfers money to a
distributor, the distributor in turn meets up
with the retailer or the agent for the mobile
money serviee that can be really far-flung, and
then a customer puts cash in, for example, at
a retailer. The whole process of transfer of
money through the value chain is what I call
hierarchy management. A parallel example,
in the developed world, is the movement of
cash from the cash vaults of banks 1o multiple
branches in the high street.”

The third component of mobile banking
is storing customer accounts, “For example,
for Barclays, customer accounts are stored in
the core banking system in the bank. But for
a network operator, the mobiguity™ module
provides access, hierarchy and customer ac-
count information, Together that constitutes
what we call the mobile money ecosystem.
Using these services, customers can start us-
ing financial services such as sending money
back home, topping up the mobile connection,
paving utility bills, The account information is
stored with the mobile network operator but
the escrow, the overall money pool, is with
the bank.” The use of this kind of integrated
platform has caused, for example a manifold
increase in transactions and customers sub-
scribing to mobile money services.

Adapting and adopting

Comviva is one of the few companies in the
industry that has a client mix of both banks
and telecom companies. This is a function
of the differing national regulations across
Africa. “In Nigeria, for example,” says Nidug-
ondi, "a telecom operator cannot offer these
financial services, so in that case we would be
dealing with a bank or a third party thatisa

non-mobile network operator. But once that
has been identified, it’s about how you can
adapt and start offering services,” In contrast,
“In Kenya, Tanzania and Uganda, for exam-
ple, it's easier for mobile network operators
tor offer services,” fuelling the astonishing
growth of mobile banking in the sub region,

“The other thing that is very interesting
in these countries, for corporation and com-
panies with a reasonably large number of
employees, is that salaries can be transferred
into mobile accounts. Outside Africa, for
example, it's done in the garment industry in
Cambodia. In Africa, it's happening in vari-
ous countries including Tanzania and Kenya,”

He continues, “In an African context, PaP
access to basic financial services is so poor
that the mobile is the only way to bridge those
requirements or problem areas and the vol-
ume of transactions has suddenly increased.”

Butl mobile banking technology can do
much more than that, “It’s really solving a
couple of problems. One is obviously the ac-
cess. But along with that, you are actually do-
ing a lot of cost saving. The movement of cash
and the security of cash is a big problem. And
at the same time, there is an opportunity for
service providers — being banks and telecom
operators - to make revenues,

“When vou move from a cash economy
to an electronic econamy, a lot of transac-
tion income or revenue is generated, When
money is transferred, a fee is charged to the
consumer, When the consumer makes a util-
ity bill payment, the utility company gives a
payment to the service provider, because it
has been saved from having to handle cash.”

He adds: "Once vou have an explosion of
merchants coming onto this network, you can
also see traders— like in the Western world
or in India or anywhere where there is a card
payment network — paying a fee to service
providers and the same thing is expected in
Africa as well. We feel that a lot of income
and revenue opportunities are suddenly be-
ing opened up.”

Mobile banking can also be a boon to
banks, he argues: “While the overall empha-
sis can be on basic banking and financial
services for the underbanked and unbanked,
it should not be overlooked that the bank seg-
ment also wants convenience, an easy way to
make transactions. Mobile banking can also
make a difference for the bank, so it's about
the bank finding the right value proposition
and starting to offer services.
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“Banks should look at return on invest-
ment and at actively pursuing these kinds of
services, Big banks have an understanding of
alternative channels but a lot of local banks
have still not got that full handle on it

Future expansion
The next logical step, he says, is to open up
the hitherto restricted mobile loop,

"Currently, all these programmes are pro-
prietary, or ‘closed loop’. You need to be a
customer of one of the service providers to do
a transaction. But 1 believe ‘imeroperability’ s
the mext driver in the African context. Once |
can bring interoperability, | can increase the
whole number of transactions.”

He explains the concept of interoperability:
“With a handful of mobile network operators
offering their services, it means that each
operator has a limited share of the overall
market, so it only reaches that percentage
of the population. But once interoperability
comes in, suddenly anyone is able to trans-
fer funds anywhere and it becomes a much
more virtuous ecosystem. As we evolve, it's
certainly going to happen.

“T'll give vou two examples. One is the card
networks, They started off being closed loop

but now with Visa and MasterCard, every-
thing is becoming interoperable and that's
the only way to move forward,

“The second example, from a telecoms
perspective, Is that earlier SMSs were not
interoperable, you could not contact someone
using another provider. When SMS services
became interoperable, suddenly you saw an
explosion of SMS (text) usage. When that hap-
pens, it's a question of cooperating and trying
tie take the services to the next level - which
is interoperable standardisation.”

How can this be achieved? “We are talking
1o customers and regulators to give a fillip to
the ecosystem. To benefit from the mobile
money and mobile banking market, its a
question of how to bring in those changes
which are beneficial to everybody, Our com-
pany includes peaple, like myself, from the
banking industry, so we have seen how this
works in traditional banking.

“For us, mobile banking is, of course, a
technology product, but it's more about the
thoughts and experience that go into making
the product than the technology itself. You

have to try to make it feature-rich, to stay
ahead of the curve. The most challenging
point is trying to infuse good features while
making the technology simple and fexible,
and that’s where we always try to be different.”

Challenges ahead
Nidugondi says: “The market is competitive
and one of the most hyped currently, so there
are a lot of players coming in. I'm sure there
will be consolidation in the next two to three
years. Long term, | believe there will be two,
three or four big players, who work with an
ecosystem approach. You have to ensure that
your product can connect to multiple dealers
and merchants, so if a customer comes on
board, they suddenly have a huge network
by which they can go quickly to market and
affer services to the consumers, Onee you do
that, you can definitely be ahead of the curve”,
But the main challenge, he concludes, "is
that the industry is evolving, coming out with
new features and thoughts on a continuing
basis. You keep getting new services to work
with. So you really need to be on your toes,” B



