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Project Description

Through the financial support of the Bill & Melinda Gates Foundation, MicroSave is
conducting a four-year research project in the following eight focus countries as part of
the Agent Network Accelerator (ANA) Project:

4 Kenya = Bangladesh Asi a

4 Nigeria 4 India
4 Tanzania » Indonesia

-

4 Uganda * % - ~ Pakistan

Research findings are disseminated through The Helix Institute of Digital Finance.
Helix is a world-class institution providing operational training for digital finance
practitioners.
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Focus of Research
e

The research focuses on operational determinants of success in agent
network management, specifically:

Business
Model Viability
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The Research Is Based On 2,028 Nationally Representative Agent Interviews

7% Data collection
occurred in
June/July 2013,
using a random
route methodology
based on the
displayed  agent

Achieved Sample
373,18%

540, 27%

i

o5
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“v
g < TRl
P O,
T b A58 01 8570 Red points represent a
a' -‘H- ' 'Ptnl“'_s i ’;‘:"J census of agents

conducted by Brand
Fusion in 2013.

Blue ones are the ones
interviewed for  this

1115, 55% . ET

Kampala = Non-Kampala Urban ® Rural = “v research
Sample Profile*
Non-
No . Non-
Kampala Kgr;{);:ﬂa Rural Mu Dedicated Dedicated
A 322 838 392 1,364%** 188 713 839
B 102 208 96 148 258 170 236
C 66 167 117 134 216 137 213

*Note this table shows results only for the top three providers. It sums to 2,308 as it represents all providers served by agents. i.e.
if an interview was done with an agent serving three providers, it is counted three times in this table.
** Note the high concentration of Provider A exclusive agents (1,364) has significant impact on the overall findings.
***Provider names have been anonymized to maintain confidentiality.
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Uganda Overview
=

The quantity of agents in Uganda is expanding rapidly and profits are
high; however, the next phase of development needs to focus on the
quality of service provided.

4% Tn general agents are satisfied with their profits, rebalance
fairly easily and are dedicated to remaining as agents.

.. However, agents primarily face challenges on fraud and
security, communication with their provider, and system downtime

UGANDA
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Providers’ Market Share Of National Agent Network

A% During this research period, Airtel and Warid
announced their acquisition and merger plans

A% Ezee Money is the first third-party provider. It
offers ALL mobile money services and

MTN aggregates them using terminals
63%

Kampala City AMS Non-Kampala Urban AMS Rural AMS

MTN Airtel Air})/el
61% 17% 1370

Agent market share is defined as the proportion of cash-in/cash-out (CICO) agents by provider. 6
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Daily Transaction Levels* Show Healthy Business For Agents

=
Total Transactions Per Day

o, _ .
21 to 30 transactions a day
n 25% A Kenya 46
0 H <
= Tanzania 31
.,:5:’ B Uganda 30
© 20% - ., A
% Sl R > ]
o .
oo 50% of agents are now doing at
o 15% - .
= least 30 transactions a day This value shows
S growing market
o 10% - .
¥ maturity
5% -
% | T — 1
0 - ro®w & @ 2 3 © Qg 5 - 5B
= U 1 1 1 1 1 1 n : = = = (=)
= 5 ¢ & ¢ & ¥ ¢ g z i L oz 7
. © o o o
Number of Transactions
= Kampala Non-Kampala Urban ® Rural u Total
* Numbers represent transactions per day by selected provider, not overall volumes for the agency. 7
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Largest Stated Barriers To Daily Transactions*
e

This represents

6.00 - Many locations in Uganda .
- opportunities for product
7 seem saturated )
RSN > development and marketing
>0 communication
4.00 - 3
x -------------------- LA
g 3.00 -
~
2.00 -
1.00 -
0.00 T T T T T T 1
Too many other Lack of Individual Lack of Too often have  Doing more  Too busy to do
agents resources to buy clients demand awareness of only either cash business means anymore
competing for  enough float for service is not service among or e-float when too much more business
business very regular potential the clientis  risk of fraud or (already have
customers in the asking for other robbery lines of clients)
area
* These scores are weighed averages of rankings, so that higher scores represent dimensions receiving a higher ranking. 8
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The Lack Of Offerings Means Potential For Product Innovation

B
Products And Services Offered In The Country

120% 1 Agents report the process takes too long, and many are not even sure what the

commission earned is. e
U 99% 100% Thls indicates a very
o 007 ; high level of agent-
) H .
= assisted OTC
T 8% i transactions processed : :
g : ¢ b , Banking services
o rom the agents (credit, savings,
g 00% 7 . phone (direct insurance)
m g * . . .
< Y. deposits) are practically
S 40% 1 5a%™ absent
o] . B f .
] H : :
: . ’: K E
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Q . ‘.--' Tag,
m . . ""“ * 1%
% | | e
Q @] W . = w
3 5 : 5 Z 25 2 g z
S = = = 5 = B = g S OF
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g g
Qo
% Products and Services g-; 9
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The Vast Majority Of Agents Are Profitable*

35% - Profit Per Month I Median Monilll-
o .
30% -11% of agents are making a loss. B 78
A Non-Kampala
w 25% - & 0-1% Urban 74
= ) Rural 86
< o 40% of agents are making at least Total -8
20 T .
g = US$100 of profits a month
Q lllllllll
2 3 :
é) 15% FH 0" B H B M T en eiasesssssssssssssssssssssssssesssssassnassannnannnnnnnnnnnnnnnnn >
(.
=)
= 10% - 4%
)
o
QO 9 - 1.0%4:0%
A 9% 2.3%2.3% .
' ' ' 4% .4% '/° -% 2% ,o%l-60° .0% .0% -2% .0% .2%
O% — I- T T T T T D_I I- 1
= R B N N T - T S~ S < =\ oA B SR <R«  JN= N
= idrgftdcdsggdgiedydcy
5 = 8 ¢ 2 o 9 © ¢ © 9 9 ¢ o © 9 2 o 9o o ¢
T O I RV
s = a9 o B 8 & © H o a & & e oa & & 8 ¥
52 © © © &6 © & ©o © © © o © o o o & ©
q°] o
@ B Profit in (US$)
mKampala ®Non-Kampala Urban = Rural #=Total
* Is calculated by subtracting expenses from total earnings from all providers served. 10

Mi
The Helix Institute of Digital Finance www helix-institute.com ICI" OS ave

Merket-led safutions for financial servicer




Risk of Fraud Most Burdensome To Agents’ Business*

Biggest Agent Management Issues

: . , Although customer
First and third most prevalent issues service does not

5 are security related, with the risk of often make the
fraud being the blggest concern .. priority list for
providers, it
4 -

certainly does for
agents

Ranks

2 -
1 -
O -4
Risk of fraud Dealing with  Threat of Armed Not making Time spent Time spenton  Time spent in
customer service robbery enough money to teaching float training from
when something cover costs  customers about management service provider
goes wrong the product
* These scores are weighed averages of rankings, so that higher scores represent dimensions receiving a higher ranking. 11
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Comparison Of Median Profits By Existing Dimensions

The absence of differences along these attributes is
100 - This is an interesting intriguing. For Exclusivity specifically, it seems that the

finding considering a highest performing agents stay exclusive, balancing the fact
89 .. ¢ that non-exclusive agents receive commissions from more
90 - ’ majority ot agents are than one source.
female

80 - “, 78 78 78 78
m :‘ .“‘ *
2 e {si s
E ®ans®
£ 50 -
=%
=
S 40 A
=
9
E 30 -

20

10 -

O T T T T T 1
Male Female Dedicated Non-Dedicated Exclusive Non-Exclusive

* Is calculated by subtracting expenses from total earnings from all providers served. 12
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Median Profits* Lowest In the First Year of Operations
==

P Years Of Operations & Profitability
We expect the rate of

1207 increase to taper over

time as the market
100 - Agencies in their matures
second year of
. operation can expect to
0

make 81% more profits

(o))
o
1

Median Profit (in US$)
N
(@]

20 -

Less Than One Year 1 2 3 Or More Years

* Is calculated by subtracting expenses from total earnings from all providers served. 13




More Than Half Of Agencies Have Been Operating For Less Than

One Year

Years Of Operation Of Agencies

A% The amount of new agencies
was quite surprising and
could represent robust
growth and/or a high agency
churn rate

3 or more years,
9%

N

2 years, 12%

A% Given 78% of agents
Less than 1 year, interviewed predicted they
52% would continue with the
business next year, it seems
more likely that the majority

1year, 27% of this is gI‘OWth
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Median Monthly Revenue Is Well Above GNI Per Capita
=

Median Revenue In US$*
7 180 - Agencies in urban areas
2 outside Kampala are
60 - .
PO earning 16% lower than
g 140 - the country average. 136 136
> “‘.'i‘
{:qz 120 - - 17 s
.§ oo | Monthly
"8 ....................................................... GN:!: per
= 80 capita =
US$95
60 -
40 -
20 -
O - T T
Kampala Non-Kampala urban Rural Total
*Revenue reported here pertains to all providers being served. Therefore for non-exclusive agencies, their total 15

revenue is reported here with regards to all the providers they serve.
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Agents Report Diverse Operating Costs, From Almost Nothing To

Well Over 100 US$ A Month

30.0% -
25.0% -
%)
"E 20.0% -
Q
~
s
=]
? 15.0% -
=
Qi
(=]
)
8 10.0%
)
=
)
=
5.0%

.0%

Operational Expense Per Month .
Median:

Operational costs are mainly Kampala: 78 US$
driven by rental, wages and Non-Kampala Urban: 58 US$

. Rural: 52 US$
rebalancing costs Total : 58 US$

20% of agents in Kampala are
paying US$ 100 or more in

| monthly operational expenses
E............................................................................>

0-19 20-39 40-59 60-79 80-99 100 -119 120 - 139 140 - 159 160 - 179 180 - 199 200+

® Kampala ®Non-Kampala Urban = Rural ®Total

16
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Surprisingly Many Agents Have Balanced Needs For E-Float & Cash

Regions:

Central Eastern

A Except for the Northern region
the majority of agents in each
region are reporting a balanced
need for e-float and cash

E-Float,
31%

E-
Float,
32%

4». This may represent a general
misunderstanding of agent
needs, as many providers
assume that predominantly
rural regions, such as the North,
have more need for cash than e-
float.

Northern Western
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Rebalancing Is Easy For Agents In Terms Of Time And Money

Time Taken To Nearest Rebalance Point (Minutes)

< 5.00
5.00-14.99
15.00-24.99
25.00-34.99
35.00-44.99

45.00-54.99
55.00+

w

Kampala

23%
39%
24%
13%
0%
1%
0%

Non-Kampala

Urban

1%
0%

Rural

22%
40%
22%
10%
2%
2%
2%

National
Average

‘-.,

“ LIS

29"/
43/0
16%
8%
2%
2%
1%

Non-Kampala Urban agents have
more convenient rebalancing
points relative to the national

average

‘

.
¥
4

72% of agents spend less
than 15 minutes
travelling to their nearest
rebalancing point

9% of agents responses
were not included here
as they reported they
did not travel to
rebalance.

h 4
@ Agents tend to pay little or nothing to rebalance: 66% have costs of less than US$1
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Frequency Of Monthly Withdrawals Seems Low

The majority of agents
withdraw cash five times or
18% - less per month. Monthly Cash Withdrawals For Rebalancing
A significant
PR Y . minority
14% & rebalances daily

-
.
DI

16% -

12% - .
Monthly cash withdrawal
10% - behaviour seems to be similar
oo across all geographies

6% -

Percent of Respondents

4% -

2% -

%_ D
0 1 2 3 4 5 6 7 8 9 10 11 12 13 15 16 17 18 20 21 22 23 25 26 27 28 30

Number of Withdrawals

= Kampala Non-Kampala Urban ® Rural 19
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Three Transactions Are Denied Each Day Due To Lack Of Float

Transactions Denied Due To Unavailability Of Float

s0% , o Only27% operate This is equivalent | |t
i 27% % consistent and optimal ~ t010% of average i [EEINRIEE
£ | levels of float daily transactions -+ ggl{zllfampala Urban:
S 25% being lost across i :
g the country Jl National Median:
% 20% _ RETTY
)
£l 16%
i 15% .
© 15% - 35% of agents lose at least five or more
3 1% transactions per day due to lack of float
) 0
i
O 10% -
A
% 5%

o
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Unpredictable Demand Seen As Greatest Impediment To Float

Management*
e
Much of the predictable
behaviour is not effectively This is an indication that
] (():g)r_nmunicated by providers to the quality of agents
recruited have inadequate This may be indicative of
c00 - the challenges providers
face in master agent
recruitment and training
4.00 -
=g
=
!
2 3.00 -
2.00 -
1.00 -
0.00 -
Unpredictable  Lack resources in Have to shut store The cost incurred  Time taken at ~ Rebalance points  Travel time to
fluctuationsin  generaltobuya  togo get more istoo much to do it rebalance pointis often do not have rebalance point is
client demand sufficient amount float frequently too long cash/float too long
that will last
* These scores are weighed averages of rankings, so that higher scores represent dimensions receiving a higher ranking. 21
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Improving The Quality Of Agent Support Presents A Large
Opportunity For Providers

ii Training
04% report receiving training
= 13% from master agent
= 45% from an employer

57% of agents have never undergone refresher
training

Operational Support:
b Only 33% of agents were visited by the
provider, whereas 46% of agents report not
being visited at all. Of those who were visited

35% report they were with no fixed frequency.

y Call Centre:
g 93% of agents were aware of a call centre and rated it a 4.6 out of
7 in terms of its ability to resolve its issues.

-
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Recurrent Service Downtime Is Affecting Transaction Levels

Unreliable service is a challenge for most agents:

92% of agents report having experienced downtime in
the past.

4. Huge differences in providers, with some performing
considerably better than others

A

Only 48% of agents report receiving prior warning
about downtime, however two thirds report that
information given is inaccurate

There is a great reported variation per provider on
amount of transactions lost per occurrence of server
downtime with the median reported to be 10

-
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Outstanding Attributes Of Agent Network Management

Uganda is one of the most developed digital finance
countries in the world with a robust agent network:

A% Daily transaction volumes are high from Kampala cach
through to the rural areas surveyed S 84

. Healthy profits and revenues

LT LT

. Strong competition and evidence of market M

-
aeew

saturation in some areas

. Cost-effective rebalancing systems

v
.. Most agents intend to continue with the business iﬂi

-
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Opportunities For Improvement

Agents are struggling with a number of issues. Here are some
suggested areas of focus:

4. [arge challenges on fraud and other security issues

A 1ack of product diversity especially on the agent-level as the
large majority of transactions are CICO

A Service down-time is greatly limiting number of transactions
per day

4. Customer service support is not adequately attended to

A Agents encounter frequent direct deposits (agent-assisted
OTC transactions) as shown by the money transfer incidence

A High incidents of newly operating agencies needing close
support that is not forthcoming

A Most agents close to rebalancing points resulting in limited ' ‘]\
geographical reach and financial inclusion A’ rs (

A Agent selection seems to be a significant challenge and
barrier to increased transactions
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Thank You

www.helix-institute.com

info@helix.com
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