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Cash-in, Cash-out (CICO) still matters for financial

Inclusion

In the last 5 years, a growing
body of evidence has shown
that adoption and use of
financial services are strongly
correlated with the proximity of
physical cash access points

(see Appendix).

5.3 million

mobile money agents

in 90 countries . globally*

Providers of Digital Financial
Services (DFS) have deployed
massive numbers of agents in a

growing number of countries

around the world to meet
customer demand.

iioii o
However the deployment of
these agents has been uneven
within markets, with large areas
and population segments still
lacking physical access.
Increased proximity is needed

in these frontier i hard-to-serve
- areas.

*GSMA State of the Mobile Money Industry Report, 2017.
Of the 5.3m agents, 55% have performed one transaction in the last 30 days.
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CICO agents In frontier areas face increased
challenges

Agents in these areas face increased challenges compared with
their urban counterparts including lower demand, more expensive
liquidity management and limited working capital availability. This
means that even when agents are present in rural areas, the
guality of these agents may be poorer.

Through five case studies, this paper highlights innovative
approaches that providers and policymakers are
implementing that could address some of the challenges
faced by frontier agents.

Full versions of 4 of the 5 case studies can be found on the Microfinance Gateway:
https://www.microfinancegateway.org/library/frontier-agents-case-studies-brazil-india-mexico-and-tanzania

QZ)CGAP *GSMA State of the Mobile Money Industry Report, 2017.

Of the 5.3m agents, 55% have performed one transaction in the last 30 days.
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1. Proximity Matters

for Financial Inclusion
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Financial services use without proximity Is rare

In 9 leading DFS markets, mobile money use tracks closely with agent proximity
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‘ GAP Source: CGAP based on IMF-FAS data, 2017. Selection based on data availability. The reporting methodology might duplicate
some access points for mobile money, see CGAP 2016 and Helix 2017.
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http://www.cgap.org/blog/colombia%E2%80%99s-recipe-100-agent-coverage-aggregation-sharing
http://www.helix-institute.com/data-and-insights/agents-count-true-size-agent-networks-leading-digital-finance-countries-0

Even In Kenya, demand for agents is still growing

Although almost 70% of the population already uses mobile money, agent growth
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continues to track closely with account growth.

Evolution of mobile money accounts and agents in Kenya
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Source: CGAP based on Central Bank of Kenya and IMF-FAS. The reporting methodology might duplicate some
access points for mobile money, so its absolute value is less relevant than its trend.
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CICO network expansion often
remains sub-optimal in reaching

rural areas.



CGAP conducted geospatial research in Tanzania to
explore the link between agent proximity and
financial inclusion

Active MM user (90 days) in rural areas: predicted probability

100 % - - It found both poor and
5 non-poor households In
80% o rural areas are twice as

likely to be active
mobile money users if
they live within 5km of a

N . i I
20 % - i :
i Source: CGAP 2018, upcoming publication.

60 %

mobile money agent.

— — i ! Based on a heavy data-mining and analysis
- - exercise on a variety of supply and demand-side
0% 7 data from 2013 (the last year all the data was
collected), including FlI, Findex, ANA and FSP
Maps. Although the data is five years old, CGAP
Non-Poor B Poor used it to test hypotheses on how supply and
demand interrelate to predict frontiers in DFS in
Tanzania. This analysis is still highly relevant.

| |
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@CGAP

© CGAP 2017



Number of agents doesnot |
the same places

Tanzania 2013: Agent networks are
skewed towards the same areas

Despite 9x more access points, agent
networks cover a far smaller share of
the population than schools and A
health centers R

This is a matter of distribution )
strategy, not absolute numbers of

agents
SERVICES %AGE OF POP.
<5 KM AWAY NUMBER <5 KM AWAY Py
_ e Mobile Money Agents (2013) Vo -
Health Facility ~ ~7,000 58% + School (2013) W
School ~5.000 69% Health Facility (2014) ' ’? | '1?0 EE
MM agent ~45,000 44%

@CGAP Source: CGAP 2018, upcoming publication.
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Lack of coverage may not be due to lack of demand

CGAP identified frontier areas with latent
demand but no agents (orange) 100 0 100 200 300 400 km

Despite latent demand in frontier areas,
providers continue to expand agent
networks in more heavily served areas

Bl 2013i6 14 f o-645.Q00 acaeds points
Il Viable areas with no agent presence

Short-term, business-as-usual expansion
National parks and protected areas
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Agent network challenges
extend beyond deployment.



Persistent challenges exist across agent networks

These challenges are often exacerbated in frontier areas
Agent Revenues O Agent Expenditures

Revenue Challenges: Operational Challenges: Business Model Interaction
Challenges:
A Commission structures A Expensive and time-
provide inadequate consuming liquidity A Product design: use
incentives management cases, transactional mix
A Low demand, especially - _ _ and interfaces
in frontier areas A Limited working capital A Balance between

availability and cost

A Unclear assessment of exclusivity and

adjacencies or indirect A Hardware/connectivity aggregation
revenue for retailers cost and system reliability
A Lack of provider support

o

Lack of infrastructure

The following case studies demonstrate ways providers and
policymakers have sought to address one or more of these

(‘Z)CGAP challenges.




2. Case Studies

Five innovative approaches that could improve
the viability of frontier agents.




Each case study addresses one or more of the
challenges to agent viability

Revenue side challenges Operations side challenges
A A

Low Indirect Liquidity Capital System Provider Lack of

demand revenue mgmt. scarcity | reliability support infra.
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Aggregation
Selcom, Tanzania

Deployment Model
Tiering
Oxigen, India

Public Policy
Intervention
Brazil

PAYGO solar as
super agents
Tanzania
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@CGAP Full versions of the case studies can be found at:


https://www.microfinancegateway.org/library/frontier-agents-case-studies-brazil-india-mexico-and-tanzania

Analytics: Oxxo, Mexico ey



O x x @Parience shows that rigorous data
tracking and analytics of agent operations
provides insight into the customer experience
and can help optimize liquidity levels and
Indirect revenue.

Doing this remotely has significant implications
for cheaper and effective management of rural

agents.






