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Standard Bank’s Mobile Money Accounts: Access to Banking through the
informal sector
Un5l a year or two ago, South Africa’s four tradi5onal retail banks proceeded very cau5ously when
it came to increasing their presence at the low‐income end of the retail market. For several years,
the main answer was the “Mzansi” account: A basic, low cost version of a transac5onal account,
with restric5ve rules and for which only low‐earners were eligible. Mzansi essen5ally came about
as a collec5ve response from the mainstream banking sector to government pressure to bring
aﬀordable banking solu5ons to the 15 million unbanked or under‐banked South Africans adults.
However, the product failed to
live up to its expecta5ons.
While about four million
Mzansi accounts have been
opened, many remain
dormant, as account holders
do not transact much a>er
opening their accounts or use
their accounts to “sweep”
their money – they withdraw
the full amount the moment it
is paid into their accounts2.
The only possible conclusion is
that however well
inten5oned, Mzansi accounts
aren’t really well suited to the
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needs of the market it intends
to serve. And the banking
sector is not beneﬁ5ng either,
as dormant Mzansi accounts
don’t generate any revenue,
and accounts are expensive to
maintain.
The rela5ve failure of Mzansi
accounts, coupled with rising
compe55on and the success
of non‐tradi5onal banking
products in other parts of the
con5nent, has at last spurred
the tradi5onal South African
banking sector into ac5on,

and pushed it to innovate
rather than oﬀer no‐frills
versions of their high‐end
products. Standard Bank’s
mobile banking
account,
launched in 2007, is a good
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Some Key Figures:
Number of existing mobile money
account holders: 400,000
Number of bank shops: 1,200 full
service, 6,000 partial service (airtime
and money transfer)
Estimated number of underbanked or
unbanked adults in South Africa: 15m

example of such new products
coming to the market. It
builds on mobile phone
technology and a partnership
between the bank and
informal retailers (commonly
known to South Africans as
spaza shops) to oﬀer a
prac5cal, aﬀordable banking
product. The mobile banking
account was ﬁrst piloted in
2007 in four areas and was
rolled out countrywide last
year. Since then, the number
of accounts has increased
exponen5ally to 400,000, with
45,000 new customers being
signed up every month3.
2. The model
In seeking to develop a
suitable banking product for
the low income markets, and
a channel through which it
can be delivered, Standard
Bank was confronted with at
least three main basic
challenges:
‐ Tradi5onal branch networks
are expensive to run and
expand, as they require
costly infrastructure and
skilled staﬀ that is in short
supply;
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‐ Lower income customers
cannot aﬀord the type of
bank fees needed to sustain
a proﬁtable branch network;
‐ Documenta5on required by
the regulatory authori5es,
such as proof of domicile or
valid iden5ﬁca5on
documents, are not always
easy to provide, especially
for people living in informal
se]lements.
In terms of needs, Standard
Bank found that the market at
the base of the pyramid
essen5ally lacked simple
solu5ons to do three basic
opera5ons:
deposit cash,
withdraw cash, and make
transfers, either to family or
friends, or to pay for goods
and services (including
prepaid air5me and
electricity, etc).
The mobile money account
was designed to address
these challenges and the
market’s basic needs, by:
‐ Doing away with the branch
concept altogether, and
partnering with spaza shops
around the country to
provide points of access
called “bank shops”;
‐ Storing account data on cell
phones, and using them as
mobile bank accounts to do
basic banking that is
aﬀordable at these bank
shops;

‐ Reducing 5me‐consuming
procedures to a minimum, by
using regulatory exemp5ons
so that account holders do
not have to provide
documents that are diﬃcult or
impossible to obtain: The only
document needed is a South
African ID book. Proof of
address, o>en a headache for
people living in informal
se]lements, is not required,
in accordance with exemp5on
17 of the Financial Intelligence
Centre Act (FICA Act).
Accounts are opened on the
phone, in a paperless
procedure that takes less than
ten minutes to complete.
Account holders receive a
debit card that is
interoperable with the
banking system. Using the
normal banking channels are
costly, and account holders
are dissuaded from doing so.
The only restric5on is that
mobile money transac5ons
are capped at R 5000 on any
given day, and R 25,000 within
any given month.
The combina5on of minimal
infrastructure, use of
technology and partnership
with spazas allow Standard
Bank to oﬀer very compe55ve
pricing basic transac5onal
services: no monthly fee for
the account, no fee for
deposits, and a 1% fee for
withdrawals. Standard Bank’s
revenue stream comes from
small charges on transfers.
How does the mobile money
account work in prac5ce? For
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a deposit, an account
holder would go to the
nearest spaza registered as
a bank shop, and hand over
the amount of cash he or
she wants to deposit to the
shop owner. The amount is
cashed by the spaza, and
deposited from the spaza’s
account to the customer’s
account per text message
secured by a PIN code
known only to the account
holder. The transfer and
new respec5ve balances
are immediately conﬁrmed
to both par5es with
another text message. To
withdraw cash, the same
o p e ra 5 o n i s m a d e i n
reverse: the account holder
would transfer the
requested amount to the
spaza’s account (again
secured by a PIN number),
which can then disburse
the amount in cash to the
customer. In addi5on to
t h es e w i t h d rawa l a n d
deposit facili5es, mobile
money account holders can

transfer amounts through
their cell phones to any
other South African
account, and receive
payments on their mobile
money accounts from any
other South African
account.
3. Impact and results
While the concept of
mobile banking is not new,
especially on the African
con5nent, Standard Bank’s
version is designed in such
a way that it really is suited
to people living at the base
of the pyramid: bringing the
bank to the people. Not
only are costs minimised
through the absence of
bank charges and
compe55vely low
withdrawal fees, but travel
costs of geeng to a branch
– which can some5mes be
in the region of R30 ‐ are
also eliminated.
Performance ﬁgures seem
to conﬁrm the appeal of
the model with the target
market: Over 400,000
mobile money accounts
have been opened over the
past 9 months, and the
monthly pace of account

openings have reached
45,000. In addi5on, the
model has so far integrated
a total of 1,200 small,
township‐based retailers
for mobile money account
holders, and an addi5onal
6,000 retailers that oﬀer
money transfer and
air5me4.
Ini5a5ves such as the
mobile money account,
coupled with a variety of
new low‐cost products
launched over the past 18
months on the retail market
b y S t a n d a r d B a n k ’s
compe5tors Nedbank, FNB,
and ABSA, indicate that
South Africa’s big four
banks have ﬁnally woken up
to the poten5al of the BOP
market.
Standard Bank is
successfully factoring in the
daily structural constraints
of the underbanked into its
s t r a t e g y. T h e f u t u r e
challenge will be ensuring
that these accounts remain
ac5ve and used for
everyday transac5ons. In a
sec5on of the economy
that is s5ll largely cash‐
based, this will require a
sea change in consumer

behaviour. Evidence from
other African countries, most
notably Kenya, suggests that
this is possible: M‐PESA, the
ﬁrst mass‐market mobile
banking venture, has grown
from nothing to 16m users in
the space of 6 years. The
World Bank es5mates that in
2010, Kenyans transferred
about US$ 7 billion (close to
R 49 billion), or the
equivalent of 20% of Kenya’s
GDP5.
4. Prospects
Mobile telephony has
changed the way business is
conducted around the world.
In BOP environments, it has
had a strong empowering
impact, as millions of people
living in poverty can save on
transport costs, get easier
access to informa5on, run
millions of small enterprises
and, of late, access basic
ﬁnancial services. Global
growth in this sector is
expected to soar: According
to Berg Insight, a consultancy,
the number of mobile money
subscribers in emerging
markets across the globe is

projected to grow from 133
million users in 2010 to 709
million users in 20156. In
S o u t h A f r i ca a l o n e , a n
es5mated 38 million people
own cell phones, yet more
than half either don’t have a
bank account or don’t use it.
South Africa is in the
beginning stages of changes
to its banking system that
could have a signiﬁcant
impact on the people living at
the base of the pyramid and
their local economies. By
2012, Standard Bank plans to
have a network of 20,000
bank shops7. The service also
opens up new possibili5es for
employers who s5ll pay their
staﬀ in cash, and could now
eliminate the risk associated
with drawing and carrying
large amounts of cash.
5. Conclusion and analysis
A>er many years of rela5ve
slumber, the retail banking
sector in South Africa is
moving fast to catch up on
the BOP wave. There are,
however, s5ll a number of
regulatory and infrastructural
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obstacles to overcome.
Perhaps one of the biggest
issues is the burden of FICA
regula5ons that banks need
to observe. As a result of
cumbersome documentary
procedures, millions of South
Africans, as well as non‐
South African residents,
decide not to bother using
banks. The economic cost in
te r m s o f l o st b u s i n e s s
opportuni5es, higher risk and
higher opera5onal costs
cannot be underes5mated,
especially when considering
that probably hundreds of
thousands of informal
businesses remain unbanked
because their owners are
turned away from banks. In
addi5on to this hurdle, it is
crucial that people are
encouraged actually to use
their accounts. Nevertheless,
tapping into exis5ng
infrastructure and
technology, and keeping
money circula5ng within
local communi5es is an
immensely promising step in
the right direc5on of ﬁnancial
inclusion.
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