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' Malawi has the lowest gross domestic product per capita of any country in the world, based on 2016 World Bank data. World Bank, 2016
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7 FinMark Trust, 2014; The defines financial inclusion as the people that’ have/use financial products and/or services — formal and/or
informal.” Source: FinMark Trust and Millennium Consulting Group,’ FinScope Consumer Survey Malawi 2014," p. 18( n.p., 2014).


https://www.africanbondmarkets.org/fileadmin/uploads/afdb/Countries/Malawi/Reserve_Bank_of_Malawi/Malawi-FinScope-2014.pdf

Digital financial services market

development 2012-2017

MM4P market development measurement
To determine a country’s stage of digital financial services( DFS) market development, MM4P has identified eight

indicators, for which it set milestones, that correspond to the four stages of development. This framework allows the
programme to measure progress in the level of market development in its partner countries.

MMA4P has characterized the evolution of the DFS market as having four stages:

Inception Start Up Expansion Consolidation

Malawi
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Inception Start Up Expansion

e o Inception stage is when there are no or few DFS providers active in the market, achieving limited
outreach and working without clear policies or supportive DFS infrastructure.

In stage, one or a few DFS providers offer basic’ first generation’ products, available
through a proprietary network of agents. Providers reach a moderate number of customer
registrations, but there is low customer activity other than airtime top-ups. Regulatory issues begin
to be resolved during this stage, enabling a greater range of products and agents.

In Expansion stage, DFS providers start massive expansion. More advanced DFS are offered, the
........ o use of high-volume payments increases, and partnerships for distribution emerge. The regulator
offers clear guidance and regulation on key issues.

clearly regulated and interconnected. More than 3%4 of the adult population is actively using DFS.

5 Consolidation stage is when a market has a range of competitive actors and services that are



Market development in Malawi: 2012-2017

Percentage of adults with an
active registered DFS account
( 90 days)

Number of active agents per
100,000 adults( 30 days)

Number of providers offering
DFS in the market on a
sustainable basis

Providers’ attitudes and plans

for expanding and improving

their digital finance products
and services

Types of products offered
in the market

Types of institutional
arrangements for high-volume
payments

Types of partnerships formed
for delivering DFS

Types of regulation
supporting DFS

2012
Inception

2017
Expansion

< P4 (approx. 1,000
active accounts)

2P4 ( approx. 2.1 million
active accounts)

134( approx. 12,750

< active agents)

1( 200 agents)

3( out of 5)

Business case is not yet proven,
but there is appetite from

Providers invest in the expansion
and improvement of DFS,
particularly in their( rural) agent
networks

providers to develop DFS though
connectivity is a key challenge

® Basic services available

® Basic first-generation products
available, such as person-to-
person payments, designed for
mass market, but used by few
* No high-volume payments

e Second-generation services in the
market, but not widespread

® Increase in high- volume payments,
mostly one-to-many

Partnerships to facilitate
mobile-based push-and-pull
functions, savings, loans,
investment and insurance

® Regulator permits bank and non-
bank financial service providers
with agents to launch DFS

® The following bills related to DFS
passed into law and are effective
as of March 2017: Payment
Systems Act, E-Transactions Act
and Communications Act

® E-Money Regulations were
developed and are currently

* No regulations in place; regulatory
approval for pilots granted upon
no-objections or exceptions

® Basic mobile money guidelines in
place( developed by Reserve Bank
of Malawi in 2011)

being revised by Reserve Bank of
\WEIENY

Source: MM4P Result Measurement Framework, 2017



Digital financial services market development timeline
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Inception @ ® Scoping mission conducted

Mobile payments guidelines issued by RBM

2012

Mobile Money Accelerator Program( MMAP) launched
by FHI360/USAID

Airtel Malawi mobile money launched

MMCG established by World Bank and USAID with
MMAP as Secretariat®

* 1

. — S ¢

® Brainstorming session held with key providers and stakeholders

® Request for expressions of interest issued, resulting in 3 shortlisted partners
of 11 applicants

® Project design missions conducted with expert consultants who worked with
FMB, NBM and OIBM to refine strategies

¢’ No objection’ provided by RBM to UNCDF to support DFS providers and
others

7

2013

First annual financial literacy week hosted by RBM with @
support from Financial Sector Technical Assistance
Programme( FSTAP)

Pilot on e-voucher for farmers and agro-dealers
conducted by MMAP

Mobile money service Mpamba launched by TNM

e Country DFS development strategy completed and shared with stakeholders

® Full-time MicroSave DFS Expert placed in Blantyre to advise partner and
develop projects

® Workshop for providers on market research and product development for
DFS held

® Helix Institute Agent Network Accelerator Assessments conducted and
individual reports shared with providers

® Agreement made with CUMO Microfinance and FMB to support a shared
agent network but fails to launch

® Support provided to RBM to attend GSMA Mobile Money for the Unbanked
event in Nairobi

® Payments strategy seminar held for DFS providers

e Support launched to TNM on its strategy for mobile money service Mpamba

® Scholarships provided to TNM and Airtel Malawi for Helix Institute Agent
Network Accelerator training

® MMA4P and Better Than Cash Alliance diagnostic conducted on Malawi
payment system

Payment Systems law entered drafting stage by RBM
Mobile insurance product Moyo Cover launched by TNM
‘ Cashgate’ scandal uncovered

2014 -

Elections led to change in Government ® Research on mobile money regulation conducted by UNSW and findings

shared with RBM

e Training of RBM key staff on DFS facilitated by MicroSave

e Scholarships provided to DFS providers to attend Helix Institute Agent
Network Management course

® Readiness assessment conducted of OIBM for rolling out agent network
strategy

e Support provided to Airtel Malawi to strengthen existing value proposition

e Support provided to RBM to design new reporting templates for DFS
providers

e Funding support provided by USAID to Better Than Cash Alliance and
MMA4P to develop payments roadmap and awareness of G2P payments

* New savings via agents launched by NBS Bank with UNCDF support

MMAP hired marketing firm for a national mobile
money public awareness campaign

FinScope Consumer Survey Report released, launched
by FinMark Trust

Agent network scaled up by OIBM
DFS launched by Zoona
ATS and CSD¢ launched by RBM

Quarterly data from DFS providers collected by RBM
using new reporting templates
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NatSwitch launched by BAM and RBM ¢ Training for key providers on innovations for rural DFS agents facilitated by
Helix Institute

National Taskforce on Electronic FevmeiSigiE ® Making Access Possible( MAP) study report finalized by Cenfri, FinMark Trust

established by RBM to acceleration usage of electronic

payments and UNCDF
: e Six representatives from MSB, NBS Bank, OIBM and TNM participated in
Legal and regulatory framework for financial consumer  : MM4P conference #DFSgoRural to learn sustainable strategies to serve rural
protection developed by FSTAP customers

e DFS Expert placed at MoF to support digitization of payment system

e Support provided to RBM and Zoona on Zoona licensing

e Exposure visit for key government stakeholders to South Africa conducted on
digitization of government payments

e Support provided to Airtel Mobile Money to improve its agent network

® MMA4P served as Chair of DFSCG¢

2016 > v,

Expansiy % ® UNCDF and NBS Bank workshop on downscaling in Malawi
Mobile-based loan service Kutchova launched by Airtel through agent banking conducted with nine African partners
Mobile-based investment service Mpamba Fesa ¢ Key staff from DFS providers chosen to attend DFI Digital Money course
launched by TNM e With USAID and FHI360, local government payments to chiefs identified and

piloted in two districts

® Four representatives from Airtel Money and TNM participated in MM4P
conference #DFS4Women to better understand how to leverage assets of
women in DFS

Study on Assessment of DFS Regulatory Environment
conducted by MMAP

2017

Expression of interest provided by Airtel, TNM and .,xo e MIMA4P served as Secretariat of DFSCG®
Zoona to adopt human-centred-design approach to e With USAID and MoF, Malawi Government Payments Roadmap launched
employ women agents and foster women'’s financial . e Better Than Cash Alliance peer exchange visit to India conducted on
inclusion : digitizing social protection payments
Payment Systems, Communications and e Technical assistance provided to Airtel to improve quality of recruitment,
E-Transactions Acts passed  : retention and management of its agent networks
8 ® Oxford Faculty of Law assignment made with RBM to assess functional risks

Directive on interoperability developed by RBM of DFS

National Financial Inclusion Strategy 2016-2020
launched

@ See annex 1 for details on workshops, events and exposure visits supported by MM4P, annex 2 for details on scholarships for trainings provided by MM4P, annex 3 for
details on publications made by MM4P, annex 4 for details on technical assistance agreements made and other support provided by MM4P.

® The Mobile Money Coordinating Group, or MMCG, was renamed Digital Financial Services Coordinating Group, or DFSCG, in 2015.

¢ The Automated Transfer System, or ATS, is used for settling and clearing digital transactions efficiently. The Central Securities Depository, or CSD, facilitates electronic
settlement of primary issues of government securities, RBM open-market operations and interbank money-market operations.

dibid.

¢ibid.

Acronyms: ATS, Automated Transfer System; BAM, Bankers Association of Malawi; CSD, Central Securities Depository; DFI, Digital Frontiers Institute; FMB, First
Merchant Bank; G2P, government to person; MMCG, Mobile Money Coordinating Group; MoF, Ministry of Finance, Economic Planning and Development; MSB, Malawi
Savings Bank; NatSwitch, National Switch; NBM, National Bank of Malawi; RBM, Reserve Bank of Malawi; TNM, Telekom Networks Malawi; UNCDF, United Nations
Capital Development Fund; UNSW, University of New South Wales; USAID, United States Agency for International Development



The story continues...

Success is not self-evident. The road from 2012 to 2017 has been hilly and winding, with devaluations, delayed
launches, frozen donor funds, cancelled projects and failed partnerships. In November 2014, an independent review of
work by UNCDF in Malawi noted’ a premature end to MM4P activities ... would undoubtedly affect the sustainability of
results to date: mobile money in Malawi is currently at a fragile stage in its trajectory, with a rising risk of stalling.’

At the end of 2017, both the demand for and the supply of DFS are now on a fast track. There is a saying that’ success
has many parents while failure is an orphan.” There are many significant contributors to the recent success in Malawi

with whom MM4P has had the privilege to work, most of all the Malawian people themselves who are now beginning to
embrace this new way of managing their money. MM4P gratefully acknowledges everyone’s contributions to this effort.

There are still several major barriers to advancing the financial resiliency of Malawians through DFS. Some of those
barriers are being addressed by donor funding, but many are not. If these challenges are not overcome, the growth trend
could easily plateau and become a case study of’ what could have been,’ especially for those traditionally underserved
and in rural areas.

MMA4P hopes to continue its 5-year tradition of being an honest, trusted broker in Malawi in the DFS ecosystem.
Counting on partnerships with donors and other stakeholders on the ground, MM4P looks forward to applying the
ecosystem development approach through the following efforts:

® Helping smallholder farmers and urban migrants access financial services through digital means by helping DFS
providers find sustainable ways to serve rural populations.

¢ Facilitating women’s financial inclusion and consequently bettering socio-economic opportunities.

® Helping youth to build brighter economic futures, whether it be by building digital businesses or simply using
digital services to find good work for fair pay.

e Supporting the Malawian Government and the regulatory ecosystem to keep up with global fintech regulatory
trends, complementing the National Financial Inclusion Strategy, following the Payments Roadmap and improving
innovative methods of databased decision-making.

¢ Building on these digital’ rails’ to provide the critical services, such as quality education, health and energy, that
people need to attain their sustainable development goals.

The programme is excited to move forward to the next breakthrough, and to share the story of DFS in Malawi with others.

The MM4P programme launched in 2012 in Malawi as the first focus country because UNCDF saw that the gains
in DFS were not reaching the least developed countries. MM4P was created to demonstrate how the correct mix of
financial, technical and policy support can build a robust DFS ecosystem that reaches low-income people in these
countries. In doing so, it has helped accelerate growth in several countries, identified some of the levers to help
markets develop and supported efforts to reach the last mile.

For more information, please contact Nandini Harihareswara, Regional Technical Specialist, UNCDF-MMA4P at

nandini.harihareswara@uncdf.org
Or visit

http://mm4p.uncdf.org/

2 @UNCDFMM4P

@ UNCDF Mm4P
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