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The Effects of Mobile banking in the Financial Sector :  A Case of M-SHWARI Product

1.1 Background
According to the FinAccess National Survey 2013  (‘13-10-31_FinAccess_2013_Report.pdf’, FinAccess)the proportion of the adult population in Kenya using different forms of formal financial services stands at 66.7%. Similarly, the proportion of the adult population totally excluded from financial services is estimated to be 25.4%. Based on the Kenya Financial Sector Stability Report (Central Bank of Kenya, 2012), the banking system in Kenya comprised of 43 commercial banks, 1 mortgage finance company, 5 representative offices of foreign banks, 8 Deposit-Taking Microfinance Institutions, 2 credit reference bureaus, and 112 Foreign Exchange Bureaus. Available statistics indicate that only six million Kenyans hold the 12 million bank accounts in Kenya.  Further research reveals that an estimated KES 200 billion lies outside the banking system and thereby not earning interest and not generating much value to their owners(‘Streamline PPT Template - 1425 - M-Shwari Presentation Mobile Money Global - November 2013.pdf’, Safaricom) .  

To leverage on this opportunity, Safaricom partnered with Commercial Bank of Africa to launch M-Shwari in November 2012 with the aim of promoting a savings culture among Kenyans and also offer access to credit.  This is a banking product that allows M-PESA customers to save and borrow money through their mobile phone while earning interest between two to five percent on money saved with access to a micro-credit product (loan) at a minimum of 100 shillings for a period of 30 days with a 7.5% transaction fee. Loan advances are received instantly on their M-PESA account. 

According to the Safaricom’s Annual Report (2013), the M-Shwari customer base grew from 2.5 million to 4.8 million representing a 92% annual growth rate. Equally, the net deposits increased by 89% between 2012 and 2013, while the non-performing loans decreased from four percent in 2012 to 3.7 percent in 2013. 

1.2 Problem Statement
For the millions of the unbanked, distance to banking halls and the requirement to maintain minimum account balances act as hindrances. The growth in adoption of mobile phone solutions in Kenya over the last five years has been tremendous with the dominant player, Safaricom, having 15 million users using its M-PESA mobile money transfer service conducting more than two million daily transactions ( Heinrich, Fortune Magazine, 2014) . This has provided for the diversification of the mobile phone platform as a convenient tool for a wide range of financial services across all segments of the population in Kenya including both formal and informal spheres.
Therefore, given this phenomenal performance and the rapid adoption of the product by the target population, from a value perspective it is essential for the financial services stakeholders to question, qualify and quantify the value and impact of the M-Shwari mobile loan and savings service.
This study has given specific focus to understanding how this value is being realized in the informal trade sector with the specific entity in this sector selected as Kenyatta market and its environs in Nairobi, Kenya with an aim to examine the effect of the M-Shwari mobile savings and credit platform on the access to and consumption of financial services. 

1.3 Research Objective
This research is aimed at examining the impact of M-Shwari on the financial sector in Kenya in order to:-
· Identify factors that have contributed to the rapid growth of M-Shwari 
· Explore the advantages that have been delivered by M-Shwari
· Identify possible gaps in the M-Shwari solution. 
· Provide possible recommendations to enhance M-Shwari. 

1.4 Research Questions
Based on the outlined problem statement and objectives of this study, the following research questions have been outlined:-
· What factors have contributed to the growth of M-Shwari?
· What are the advantages of M-Shwari product?
· What are the possible gaps in the M-Shwari solution?
· What recommendations would you propose for M-Shwari?

1.5 Significance of the study
This study is focused at providing conceptual data and justification to the advancement of mobile technology in the financial services sectors towards the growth of the sector in general. It is also targeted to providing useful information on the variables for consideration in the successful implementation to value derivation for mobile banking integrated technologies.

The study is targeted to be of significance to various stakeholders in the financial services sector in Kenya including banks and microfinance institutions that have an interest in developing their market penetration in Kenya, mobile telephone companies and solution providers as well as international financial institutions such as the IFC as well as the Government as a stakeholder in the provision of financial services to its people.

As an offshoot to this research, various recommendations will also be articulated towards providing information on improvements on the M-Shwari mobile integrated savings and loans platform.
RM: Problem Statement Assignment – Syndicate 4	Page 1

image1.png
Research Methodology
18/08/2014

SYNDICATE GROUP FOUR

ASSIGNMENT 1_: PROBLEM STATEMENT

Nanok Josphat Koli

Tony Francis Ntore
Harrison Muiru Mugo
George Odenyo Odhiambo
James Karaimu





