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I. INTRODUCTION 
 
1. The study on the role of mobile phones for banking and transactions resulted from a six-
country study on Information and Communication Technologies (ICTs) trade and economic growth 
commissioned by United Nations Economic Commission for Africa (UNECA) under the Global 
ePolicy Resource Network (ePol-NET) initiative whose objectives and findings have been 
presented in the “E-Trade and Economic Growth in Africa, Opportunities and Challenges” report. 
Mobile banking (m-banking) was flagged in some countries as one of the ways the poor used ICTs 
in their economic endeavours.  Given the explosion of mobile telephony across the continent, this 
became an important area of study, particularly with respect to interrogating the kind of policy 
requirements needed to sustain this area of development such that this sector could contribute fully 
to economic development in Africa.  

 
2.  The Conference, “Connecting Africa”, held in Kigali, Rwanda, 29-30 October 2007, 
observed that “the African mobile market was the greatest expanding market in the world”. Some 
countries recorded a growth rate ranging from 40 to 50 per cent during the last three years. In 2000, 
there were 16 million mobile telephone subscribers in Africa and in 2005, the number rose to 135 
million according to the statistics released by the International Telecommunications Union (ITU). 
Presently, for each fixed telephone, there are about five mobile phones in Africa1. 

 
3. Mobile phones are an important ICT tool for development due to their ability to easily 
leapfrog the infrastructure barriers in remote and rural areas in Africa. Furthermore, the rapid 
advancement in technologies and ease of use, coupled with the falling prices of devices, present the 
mobile phone as an appropriate and adaptable tool to bridge the digital divide. The scope of 
applications for development is wide, and as it can reach the majority of people, its impact is 
enormous. Overall, wireless communications provide the long sought after platform that can make 
digital data transfer possible in many developing countries. This is due in part to the lower costs of 
mobile systems relative to fixed networks, the provision of short message services (SMS) and the 
enabling of wireless Internet connections. 

 
4. This promising experience reflects the implementation phase of the Tunis Commitments1 at 
the World Summit on the Information Society (WSIS) and led to the commissioning of this study 
by ECA within the framework of the African Information Society Initiative (AISI). The AISI 
provides the roadmap to guide African countries in addressing the challenges of the emerging 
globalization and the information age through the use of new ICT’s and developing and 
implementing appropriate e-policies, known as National Information and Communication 
Infrastructure (NICI) policies and plans which represent an integrated approach that links policy 
development to broader economic and social goals.  
 

5. It was within the NICI framework of the NICI development that the ICT African Initiative 
on economic and commercial activities was launched following the forum held 14-16 March 2006 
at UNECA, Addis Ababa. The objective of the forum was to examine the economic significance of 

                                                 
1 See ITU database on www.itu.org 
1 http://www.itu.int/wsis/docs2/tunis/off/7.pdf 
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ICT and determine their impact on African countries. This survey is part of the follow-up activities 
of the Global ePolicy Resource Network (ePol-NET) programme initiative.  
 
 
6. This has spurred the advent of m-commerce, a new form of electronic commerce brought 
about by the rapid growth of wireless communications in many Africa countries. The most common 
definition of m-commerce is the buying and selling of goods and services using mobile phones. In 
Africa and other developing countries, most mobile services are prepaid using stored value cards. 
This mitigates post-paid subscription problems of creditworthiness and billing. 

  
7. In this study, the definition of “m-commerce” included the contribution of the mobile phone 
to business through voice and data services.   The study presents a number of emerging initiatives, 
which use the current Global System for Mobile (GSM) communications, data exchange 
mechanisms of small message services (SMS), Wireless Application Protocol (WAP) and 
Unstructured Supplementary Service Data (USSD).  These initiatives include information only 
services, financial transaction services and a mix of both. 

 
8. When considering financial services, the spectrum of m-commerce responses has been 
everything from an information service added to an existing bank account, through to propositions 
that enable information and transactions on an existing bank account, to innovative 
transformational propositions such as M-Pesa2 which enables information and transactions on a 
newly registered mobile phone enabled account.  

  
9. This initiative focuses on the emergence, status and the future of m-commerce – including 
mobile phone enabled banking.  It draws together three country studies conducted in Kenya, 
Senegal and South Africa. The study reviewed the telecommunication and financial infrastructure, 
the legal and regulatory environment for m-commerce, and security and presented the findings of 
some recent studies on how households managed financial services and their expectations for ease 
of access. Infrastructure expansion and upgrade, particularly international connectivity and 
bandwidth, coupled with the convergence of GSM networks and IP infrastructure, meant that 
increasingly sophisticated m-commerce applications were becoming a reality across African 
countries.  However, the nature of a number of constraints (e.g. cost, literacy, handset specification) 
meant that use of m-commerce was likely to remain the preserve of the welloff for some time, 
hence exacerbating the digital divide. 

 

II. STUDY RATIONALE AND OBJECTIVES 

 
10. The study was instituted to examine m-banking in a more traditional sense, linking mobility 
to banking and also to examine the alternative banking applications, for instance using cell phones 
to purchase goods and services, i.e. pre-paid phone cards becoming a new currency. Specifically, 
the study was aimed at providing an overview of the state of the infrastructure with reference to the 

                                                 
2 See box 8.1 below for more details about M-Pesa. 
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spread of mobile technology in each country. In particular, the study examined the types of wireless 
technologies being deplored, the advantages and disadvantages of such technologies, the growth 
potential of the mobile telephony sector and roll-out plans in these countries. 

 
11. The study also analysed the mobile market, which included an assessment of the extent of 
innovation taking place in creating m-commerce opportunities as a mechanism of opening up new 
revenue streams as well as creating value chains. Possible business models to be adopted to expand 
m-commerce to rural and remote areas were also examined. 

 
12. The study also examined the extent of collaboration between mobile operators and financial 
institutions such as banks and where possible, credit card companies. The critical issue was whether 
there could be collaborative value generated as a result of mobile operators teaming up with the 
financial institutions to develop solutions. The existence of content development providers, as well 
as key sectors and applications that could drive m-commerce in these countries were also explored. 
 

13. Some of the driving forces behind m-commerce development were the issues of trust, 
confidence and security. This being the case, the study also analysed the extent of usage of mobile 
telephony for commercial activities. To a greater extent, this was determined by how the citizenry 
in a given country perceived the use of electronic devices for monetary transactions in terms of 
security, trust and confidence. As a result, it was deemed important to assess the extent to which the 
business environment provided trust and confidence for using the devices and the security measures 
that were in place.  

  
14. The study also assessed the legal and regulatory environment governing m-commerce and 
m-banking services. In particular, the study examined how existing policies and regulatory 
frameworks had affected the development and promotion of m-banking or e-commerce in the three 
countries through case studies based on different institutions in the sector. It further explored how 
the policy and regulatory environments had affected technology promotion and also how regulation 
could be effectively utilized to facilitate market entry. Issues of service access and affordability 
were also addressed. 

 
 III. METHODOLOGY 

 
15. The study used secondary data obtained from policy documents, relevant legislation and the 
financial and telecommunication sector regulators in the three countries. Primary data were 
collected using interviews and directed questionnaires targeted at the financial sector, the mobile 
operators and selected companies in the retail, tourism and information services sectors of these 
countries. Details of sources used and interviews conducted may be found in the supporting 
documents, including the three country reports: “Status of Mobile Commerce and Mobile Banking 
in Kenya, UNECA”, by Professor Meoli Kashorda, April 2008; “study on m-banking/m-commerce 
in Senegal, UNECA”, by Mme Fatimata Seye Sylla, April 2008 and “A view of m-commerce in 
South Africa, UNECA”, by Dr. Simon Batchelor, June 2008. 
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IV. SUMMARY OF FINDINGS 
 

Infrastructure 
 

16. Although the situation in each of the three countries was significantly different, however, in 
all of them, poverty reduction strategies acknowledged that reduction of poverty could be achieved 
if communication services became affordable and accessible to the rural and urban poor.  

 
17. In all the three countries, there was significant mobile network growth, both in terms of 
network infrastructure and in market competition. In South Africa (with the highest gross domestic 
product (GDP) growth among the three countries), the reach and coverage into rural areas was 
found to be significant. However, the price point was observed to be relatively higher than in the 
other two countries and this might have had a negative effect on economic development.  In 
Senegal (the lowest of the three GDPs), international connectivity was so available that it acted as 
Internet exchange point for the region, with an extensive fibre optic network throughout the 
country, although reach into the rural areas was limited.  Kenya held the distinction of  good 
coverage and a mid-point price.  

 
18. Against this backdrop of an extensive, well-used mobile phone network, what were the 
oportunities for m-commerce/m-banking? In order to successfully establish m-banking/m-
commerce, there should be collaboration between the institutions, actors of traditional commercial 
transactions (i.e. financial institutions), businesses, telecommunications operators, mobile 
operators, Internet service providers (ISPs) and value-added service providers. 

 
Taxation as a factor in cost 

 
19. Operators frequently argue that use of mobile telephony is constrained by high levels of 
taxation on airtime.  Given the lack of competition in the ICT sector which features monopolies 
(among fixed telephone services), duopolies (especially among mobile telephone services), and 
oligopolies (among ISPs), most African countries are faced with complex questions about the 
economic impact of their taxes on equipment and services in the sector.  
 

20. The study observed that tax authorities seemed to be unaware of the damage inflicted on 
GDP growth potential and sector development by a tax regime that translated into overcharging of 
consumers.  

 
21. The study also observed that, utilizing a criteria of simplicity, efficiency and fairness, the 
taxation in place in some of the countries inhibited ICT development in various ways. Airtime 
excise tax (existing in most African countries) was effectively a tax on both consumers and 
producers and this exerted an excess tax burden that reduced efficiency and competition. Unless 
fiscal expenditures resulted in the development and greater efficiency in the ICT sector, to justify 
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the costs, or were re-injected into the fiscal system to reward consumers with lower overall 
taxation, they constituted an increased overall tax burden and an economic distortion arising from 
losses in consumer and producer surpluses. Consumers came out worse off than ICT suppliers in 
this case, since the key producers, as virtual monopolies or duopolies, could escape the tax 
incidence and pass it on to consumers.  

 
22. Further, the excise tax on mobile usage contradicted global findings that removal of the tax 
would spur GDP growth and development. This tax has undermined the fairness of the tax system. 
Finally, again using the mobile phone use tax, taxation without competition easily became a shift 
factor, raising marginal costs (and prices) and lowering quantity supplied.  There were sound profits 
that ICT suppliers targeted in arguing, as they frequently did, for tax removal.  The tax raised the 
cost and reduced the quantity of ICT services consumed.  On the quantity curtailed by the tax, 
suppliers could inexpensively reap higher profits without any further expansion of supply.  Hence, 
although the tax as such should be removed, it should not be a vehicle for super-profits.  Suppliers 
should be spurred to competition to increase services. 

 
23. Since it is economically justifiable that if there were competition in the sector, the prices 
would be driven down, the study also looked at the structure of the telecommunications sector in 
these countries. It was found that for Senegal, mobile telephones emerged in 1997 in Dakar with a 
sole operator, Sonatel and the coverage is now extended throughout all the regions including the 
rural areas.  The market was opened to competition in 1999, which saw the introduction of two 
other operators, Sonatel (Orange) and Sentel (Tigo). A third operator, Sudatel, was awarded a 
licence in 2008 and competed with Orange and Tigo, with reduced access but better quality service. 
 
24. In Kenya, the Kenya Communications Act 1998 required that there should be no monopoly 
or duopoly in the provision of telecommunications services. In the year 1999, the Government 
therefore licensed two mobile operators, namely, Kencel Communications Limited (later called 
Celtel Kenya Limited) and Safaricom Kenya Limited. These mobile operators operated as a 
duopoly (although not allowed in the Act) up to the year 2004 when Econet Wireless received a 
license from the Communications Commission of Kenya (CCK) to operate as the third mobile 
operator. However, the deployment of the Econet Wireless mobile network was delayed and was 
not expected to be operational before July 2008.  CCK also granted another licence to Telkom 
Kenya Ltd.  Telkom Kenya Limited already has 200,000 subscribers on the CDMA 2000 
technology platform that is being used to provide both fixed wireless network and mobile network 
services. 

 
25. In South Africa, two GSM public mobile network (PLMN) licences were issued to 
operators, namely, Mobile Telephone Networks Ltd (MTN) and Vodacom Ltd in I993. In 
November 2001, a third mobile operator, Cell C, commenced operations, initially using Vodacom’s 
infrastructure. Since then, growth in the use of mobiles has followed growth elsewhere in the world, 
with the exception of Cell C.  Cell C was initially meant to be licensed in 2000, but licensing delays 
by the Minister of Communications meant that it was only operational in late 2002, by which time 
the other two major operators had had a significant head start.  
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Legal/Regulatory issues 
 
26. The study findings revealed that, despite the growth in the mobile sector, which is believed 
to have been made possible by the existing regulatory environment in most African countries, these 
regulatory frameworks did not address issues of e-commerce or mobile commerce or mobile 
banking transactions. Regulation was mainly in the areas of licensing, pricing, interconnection, 
universal access and competition in the sector. While the telecommunication policies and 
regulatory frameworks sought to push services out to the rural areas, they were not (yet) so well 
designed as to push the commercial/financial service providers to innovate m-commerce services 
for these areas. 
 

27. Again, in the case of payment systems for mobile commerce transactions, they were well 
regulated by the Central Banks in different countries through their clearing houses. Non-traditional 
money transfer services such as M-PESA in Kenya were not yet regulated by the Central Banks 
since the mobile operators did not have banking licenses in the countries surveyed. This meant that 
in non-traditional money transfer services, m-banking was based on self-regulation by the 
companies which were envisaged not to be enough, for m-commerce development. It was also 
observed that the general lack of regulatory guidance and oversight over such activities was 
problematic and presented the possibility of increased risk to customers as well as to the financial 
sector especially, if less responsible actors entered the market. Hence, appropriate regulation of e-
money issuers and payment service providers should include reporting regulations, minimum 
capital and liquidity requirements and restrictions on how e-money proceeds may be held for 
payment to service providers, restrictions on permitted investments of funds held, pending transfer. 

 
28. The study found out that there were some initiatives in place in some countries to curb some 
of these problems. For example, in West Africa, within the framework of the modernization of the 
payment systems initiated by the Central Bank of West African States (BCEAO), a legal 
mechanism had been put in place whereby an electronic document would be accepted in the same 
manner as the paper document and would have the same evidentiary weight as the latter, subject to 
the possibility of duly identifying the person from which it emanated, and that the document be 
drafted and recorded with conditions that guaranteed its integrity. This was also true for the Kenya 
ICT Policy of March 2006 (KIC, 2006), which had incorporated legal and regulatory issues that 
aimed at promoting e-commerce and other e-services such as mobile banking.  African countries 
would have to learn from these developments if they were to reap maximum benefits from m-
commerce/m-banking services.  

 

M-Commerce Developments 

  
29. In the last four years, growth in the number of mobile telephone users worldwide has 
exceeded the growth in the number of fixed lines, increasing from 50 million to almost one billion 
in 2002. Today, over 90 per cent of countries have a mobile network and nearly one in every six of 
the world’s inhabitants has a mobile telephone.  
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30. As mobile phone usage expands into the realm of commerce and trading, many other 
opportunities are arising, notably m-banking or m-payment that allows low-income people to use 
the phone for banking purposes. M-banking transactions cost far less to process than transactions at 
an automated teller machine (ATM) or bank branch. A 2008 survey estimated that only half of 
South African adults had a bank account, but a third of those without an account owned a mobile 
phone3. The survey revealed that cell phones had spread faster than bank accounts across the rest of 
Africa. FinMark, a British-backed non-governmental organization that looks at how financial 
markets can help the poor, estimated that at least half of all bank accounts in South Africa could be 
administered through cell phones within the next five years4.  

 
31. There are currently several models of m-banking and m-payment that are being developed 
throughout the developing world. In South Africa, there is the WIZZIT initiative, a startup mobile 
banking provider that offers a transaction banking account accessible via mobile phone and debit 
card. The company operates as a division of the South African Bank of Athens, targeting 16 million 
people (48 per cent of adults) who have no bank or who have difficulties in having access to formal 
financial services. Since its launch in December 2004, WIZZIT has acquired more than 50,000 
customers. 

 
32. In Kenya, the M-Pesa model is a new Safaricom (private mobile operator) service allowing 
transfer of money using a mobile phone. Kenya is the first country in the world to use this service, 
which is offered in partnership between Safaricom and Vodafone. The service is an affordable, fast, 
convenient and a safe way to transfer money by SMS anywhere in Kenya.  Apart from M-Pesa, 
there are other firms involved in m-commerce such as Equity Bank Ltd, Jamii Bora and Sokotele, 
while the Commercial Bank of Africa allows customers to access their accounts information, but 
not carry out financial transactions. 
 

33. The study findings revealed that Senegal, despite being the regional Internet exchange point, 
had effectively no m-banking or m-commerce activities that could be used in the rural areas. Only 
Sonatel Multimedia had proposed an SMS banking solution where customers could access their 
accounts information, but not perform financial transactions. Others, such as Chaka and CBO, had 
projects but there had been very little investment in the sector by the time of this study (early 2008), 
indicating drawbacks to such new technological developments.  

 
34. The study observed that the rural areas remained the poorest while they constituted the 
majority of the population in Senegal and should therefore constitute the virgin areas to be 
exploited by operators and service providers with the resources. In contrast, Kenya and South 
Africa had a considerable number of initiatives, most of which included a focus on the rural poor  
who were regarded as the potential market players.  From these countries, the study noted that key 
to the inclusion of the poor was a proportionate response to the identification and associated risk for 
the registration of new customers.  Kenya and South Africa had taken steps down this road and 
hence enabled the innovative propositions for the sector.  

                                                 
3 Ria, 2008,  South Africa - Policy vs. Performance - ICT Access & Usage in South Africa. 
4  See Finscope 2006, “Understanding Kenya's financial landscape - the FinAccess survey results 2006”, FinMark 2006. 
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V. CONCLUSIONS AND RECOMMENDATIONS  
 
 
35. The study noted that infrastructure expansion and upgrade, particularly international 
connectivity and bandwidth, coupled with the convergence of GSM networks and IP infrastructure, 
meant that increasingly sophisticated m-commerce applications were becoming a reality across 
African countries.  However, the nature of a number of constraints (e.g. cost, literacy, handset 
specifications) meant that use of m-commerce was likely to remain the preserve of the well off for 
some time, hence exacerbating the digital divide. 

 
36. Most of the m-commerce/banking examples are based on partnerships between a bank and 
an operator and the product is offered as an added value of that bank or operator. This gives the 
players a competitive advantage over their rivals in the sector. It has been observed that initiatives 
towards open standards, enabling all mobile operators to provide access to m-banking services, 
would allow more people to benefit from these services. 
  

37. The study revealed that m-commerce or m-banking was one of the sectors that could have a 
significant impact on the lives of the poor in Africa if properly and effectively managed within an 
enabling environment. The findings showed that the different African countries could enable m-
commerce or m-banking to reach its full potential through the generation of inclusive policies that 
put more emphasis on rural coverage in terms of both infrastructure and banking services. This 
requires balancing of the market and consumer protection through effective legal and regulatory 
policies. It also requires recognition of information services as a vital component of the sector, as 
has been the case with Kenya and Senegal through National Media Group (NMG) and Sonatel 
Media respectively. 

 
5.1 Generate inclusive policies 

 

38. As indicated earlier, the situation in each of the three countries was significantly different, 
but in all the three countries, the poverty reduction strategies were an acknowledgement that 
reduction of poverty could be enhanced if communication services reached remote rural areas, and 
were affordable and accessible by both the rural and urban poor.  Clearly, if African countries 
aimed to reduce poverty they should include the poor in all the developmental strategies, including 
telecommunications as well as legal and regulatory policies. 

 
39. Regarding information, it was observed that there was an increasing demand for generalized 
information services.  The National Media Group (NMG) and Sonatel Media cases, illustrated how 
their service-offerings were being taken up by customers. Sonatel Multimedia proved that an 
information-based solution was viable but they could only operate this in the cities, particularly in 
Dakar. This did not address the needed inclusion of the rural areas. Banks like CBAO and 
telecommunications operators such as Sonatel Multimedia did not want to take risks in the rural 
areas (seeing them as illiterates with no bank accounts), and they did not plan in the foreseeable 
future to target the rural areas. Only the company Manobi had included the rural areas 
(businessmen, farmers, etc.) in their products, offering a consultation service through WAP on the 
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price of agricultural products in various markets (Xam Marse, the market in real time on SMS). The 
study concluded that the rural areas remained poor, although they were home to the majority of the 
population and should therefore be virgin areas to be served by operators and service providers with 
the resources. 
  

40. In contrast, Kenya and South Africa had a considerable number of initiatives, most of which 
included a focus on the rural poor,  who the proponents regarded as potential players in the market. 
From the study, the following were noted: 

• Key to the inclusion of the poor was a proportionate response to the identification and 
associated risk for registration of new customers.  Kenya and South Africa had taken steps 
down this road and hence enabled the innovative propositions. However, it would be helpful 
to gather good practice regarding this initiative. 

• Similarly, the other major key to an inclusive response was enabling agents to accept 
deposits and be the cash-in and cash-out points.  Again, Kenya and South Africa had 
enacted some proportional measures, enabling agents to represent financial institutions.  
There was a need to identify best practices for this and take regulators on board. 

• Regarding telecommunication inclusion, Universal Access Funds levied from mobile 
network operators had been used to promote the reach and access of the network into 
remote areas in some of these countries.  In this new converged space, which included both 
telecommunication and financial services and with the diminishing need for subsidized 
universal access, governments might seek instruments to encourage the extended reach and 
increased access to financial services in remote areas.  

 
5.2 Legal and regulatory environment 

 
41. An effective legal and regulatory environment was needed that was able to regulate and 
balance the market for m-commerce/m-banking services, since current policy regimes in the 
telecommunications sector in different countries did not include these new e-commerce 
developments.  

 
42. In responding to demand, particularly in Kenya, it was clear that mobile operators were 
critical to the success of mobile applications, especially for small businesses. This was because of 
the dominant bargaining power of the mobile operators. For example, in the Kenyan Equity Bank 
case study, it was found that the technical support of the mobile operators was making its mobile 
banking application expensive. The increasing power of the mobile operators put them in a strong 
bargaining position – even when negotiating with banks.  It was therefore suggested that the ICT 
regulator could regulate partnerships between the businesses and mobile operators to ensure fair 
play. For example, the value-added mobile application providers should be protected from the 
dominant power of the mobile operators especially in sharing the revenues from such services. 
There was also need to expand the mandate of regulators so that the new laws should not only 
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regulate e-commerce but also regulate spam, or a fraudulent SMS and the partnerships between the 
licensees at the different layers of ICT use. 
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 5.3 Consumer protection 

 

43. The study noted that each of the three countries had policies and bills in waiting regarding 
customer protection and security.  These needed to be enacted as soon as possible in order to 
increase the trust among people and businesses especially for recognition of the electronic 
signatures necessary in mobile and e-commerce transactions.  

   

44. Transforming the business culture in order to promote e-commerce and mobile commerce 
applications was necessary. There was low trust between businesses and customers because of lack 
of transparency in business transactions with regards to e-commerce or m-commerce. There were 
also many fraudsters who took advantage of mobile commerce applications, as was the case with 
the Nakumatt Supermarket chain case study in Kenya5.  

 

5.4 Recognize that information services are important 

 

45. Mobile phones played an increasingly significant role in people’s everyday lives as they 
reduced in cost, enhanced interactivity and could be used to access specific vital information. The 
Nokia research study showed that the most important types of information to users were news 
(local and international), health (how to prevent and treat illness and diseases), education 
(education and training opportunities), income generation (job opportunities, market information, 
availability and price of resources) and information on new products and services6. This indicated 
to the different countries that these were some of the generic areas in which m-content services 
could make a significant contribution to economic development. 

 

46. All in all, the study findings revealed that Africa was well placed for exploring and 
exploiting the new opportunities presented by m-commerce.  It had the core demand for such 
services and, in this sense, was better placed than Europe where consumers had a wide range of 
alternatives.  There was need to put more emphasis on key infrastructure development needs, 
especially in the rural areas where the majority of the population lived. Formulation of inclusive 
policies would help to enable m-commerce in Africa. 

 
 

                                                 
5 Nakumatt retail supermarket group experienced lots of fraudulent cases with the customers when they used SMS- 
based promotional services. 
6 Nokia 2008,  “Towards Effective E-Governance -The Delivery of Public Services through Local E-content”, Nokia 
2008. 


