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Introduction

In the world, various initiatives use the mobile phone ta provide financiul services Lo those without access o
trndinonal banks. Yet relatively linle scholaely resenrch eaplares the use of these m tanking. mpayments systerna
This papet calls attention 1o this gap in the 1esenrch literuture, emphusizing the need for resenrch focusing cn the
conteci(s) of m-banking m-puyments use. Presenting (llustrutive daty from exploratory work with small enlerprises
in uban India, it argues that contextual rescarch is 1 erltical input 10 efMective i"adoption 4 or ["impactj+ r:gnrch.
Further, it suggests that the challenges of linking studies of use to thase of alopion and impact reflect established
dynamics within the Infarmalion and Communication Technologies and Development (ICTD) research community.

The spread of mobile phones and fs facilitics available in the mobile phanc, across the developing world is one
of the most remurknble technodogy stories of the past Jecsde, Buoyed by prepay eards and inexpensive handsots,
hundreds of millions of first-{ime telepbone owners have made voice ealls and lext messages part of thear daly lives
However, many of these same new mabile users live in informal and/or cush cconomyies, without aceess to finaneial

setvices that olbers take for o I Indeed, neross the developing world, there are probably mare people with
mobile handsets than wath bur ants Various initistivies use mobile phones 1o provide financinl services to ;"the
unbanked ;=

M-Banking amd M-Fayments Systems in the Develuping Workd

While using the mabike plione for money point of view, the terms m-hanking, m-paymens, mimnsfers, n-
payments, and m-finnice refer collectively 1o a set of applicatiens that enable people Lo use their mabile telephones to
manipulate their bank uccounts, store value [ an sccount linked 1o their hundsets, transfer funds, or even access
credit or insurance prochucts, The first turgels for these applications were consumets in the developed wotld By
camplermenting servives olered by the banking systen, such as checkbooks. ATMs, voicctmail/landline mierihees,
smarl cards, point-of-sale netwarks, and internet resources, the mobile plotform offers @ convenient additional
oethod for managing rwoney without hatdling exsh Mobile phome opetators have identified m-hunking, m-paymenis
syslems as n potential service o oller customers, increasing loyalty while generating fecs and messaging charges,
Financaal institutions, which have had difficulty providing profitable services Urough traditional vhannels 1o poar
clients. see m-banking, m-paynicnts s a form o “branchless bankingi, which Towers the cosLs of serving low-
income customers. Qovernnient fegulatons see o similar appeal but ane wurking out the legal implications of the
technologies, particularly cancerning security and tnxation. There is no universal form of m-banking: rather. Mupases
and structures vary from couniry 1o country. )

Repulatory factors, whicl 4 vary drarmatically from cournitry' fo counlry. plity n strong role-in determining

which Services ~in be deliver. which institutional artngements.

The m bonking, M-puymenis svslems in the developing warld enpble wsers 1o do three things

(@) Siore vitlie (currency) in an acemunt secessible via the bandset 31 the user alecady has 4 bank avcount,
this is generally a question of linking 10 a hank account. 1f the user does nal huve an account, then the
process creates a hank account for her or creates a pseudo bank accouns. held by a third party or the
user;”s mobile operator.

(&) Convert cash in and cut of the stored value aceount. If the aceount is linked to o bank nccount, then users
con visit banks to cash-in and cash-out. In many cascs, users can also visit the GSM providers. retuil
stores. In the most Hexible sefvices,  user can visi a comer kiosk or grocery store.perhaps the same oqe
whete he or she purchises nirtime.and trunsact with an independent retailer working os an agent for the
lmnsaction ¥ystem. i

(c) Transfer stored value between acoounts, Usars cun generally transfer funds between accounts linked 1o
two tmobile phenes, by using a set of SMS messages for menu commands) and PIN aumbers
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Current Research
The practiticncr communily may freme the discitsslon ay being abow i “Transformational,+ Mpayments, the
popalar pross deseribies o yleap from the world of cush 1o cellular banking; £, and rescarchers speak ahout the
potential of m commerce o | Peluse (he digitnt diadejt There we u vitriely ol perspectives from which o view the
technology, and ny Maurer, tllustrates the assumplions assoctated with an embrace of an “empowerment; ¢ or
i"market share Story ik, for example, will impact the clsims and research programs of those userested in the technalogy
The current rescurch hierntr can be clasified into three lypes of stdies.
(@) Those that explarn ** o tiet the ndoption of m-bunking, AHPIYMICHLS sysiems;
(b) Those that assess the systenss. impact on people and on cconomies; arid
(<) A relative few thy Iry to understand the use of such sysletns in social, economic, and eultural contexts.
Variants of this trichotormy, which distinguisties adoption studies from impact. studies and from [Pusejd:
studics, have been documented before and are a reflection of the disciplines that take an interest in
comimumcation technologics. Doaner npplied the trichotomy in a review of the rescarch hierature on
mobile telephony tn the developing world.
Canceptualizing Elcetranic Money
Even the simplest hundscts have Teatures buried deep in menu structeres 11 navigsting an m-hanking, m-
myments interface is difficult for expericnced mobile wsers with bank accounts, even greater is the difMiculty for
first-time users in the developing world, many of whom will huve oaly been using o mobile for n vear or lwo
However, the challenges nay run decper than interface design. People coming 10 banking for the first time via the
mobile handset require o command of abstrsct eancepts ahout invisible or virtwal money.

The role of existing modiated transters and other financial services nlso deserves scrutiny, A large proportion of
the volume of m-tmasuctions tnay refleet existing transactional refutivaships, shifled over 1 the new channcls This
13 ned to say that a shift is not itsel P valuable there ure significant henefits of cost, reliability. safety, Aexibility, and
immediacy associated wilh in." " “wimepayinents systems. However, it is vmpartunl for industry, researchers, and
polieytnakers 1o understand the ... aaetional nerwoeks ad bekaviaes (e already exist, An aniecedent (o this argument
comes from the microfinance sector, Arguing that ;Sit is oo longer uceeptnble for pospestive praviders nat to inform
themselves of what their falure clicnts are already downg and what services they appear to need, ;= identified a bread
urray of ;*moncy masuics;4 operating in a Dell slum

Stwdies an Use (would be useful)

Additional adoption and impact studies are sure 1o follow, but the reseanch community should also pursuc
studies of the context and wse of m-banking'm-payments systams in the developing world ‘This seetion presents
three imparant examples of non-lechnical (social uid eeonomic) contextual fectors. comfvet with clecironic money,
the availability of allcrnatives, nind the social context of transactions. Each infloences e dynamics of mebanking, m-
payments. adoptioa and inmpuact, currently unfidding around the warld,

Canceptuslizing Flectronic Moncy

Though the simplest handsets have features buried deep in menn structures, I navigating an mbanking, m-
payments mterface i3 diflicull for expericnced mobile wsers with bank nccounts, even greater is the dilficulty for
first-time users in the developing world, many of whom will have only been using n mohlle for a year or two

However, the challenges may run decper 1han interfiee design. People coming 10 banking for the fiest time via
the mobile handset require o commind of absiract conceps abott Invisiblefvirtual money. Consider the lack of ways
to wrap or "gifli+ a digital me~  itansfer. Beliefy, wiisunderstandings, habits, and concerns mmust be addressed if
people who are used ta storing . «y in cash are asked to stare il i%ing£ o handset; the analogy renmins strained the
mabile is not yet o wallet,

Existing Payment Mechunisms

A large proportion ol the volume of m-tramsactions may reflect extsting transactivnal relationships, shifted vver
ta the new channels, This is mo1 to say that a shift is nod fisell valuuhle there are significant benefits of cost, relinbiliry,
safely. flexibility, and immediacy nssociated with rr-banking/m-payments systents. However, 1t Ls inpoctant foq
andustry, rescarchers, and policymakers o understand the ramactional networks and behaviors that, alrvady exist,
An antecodent Lo this argument comes lrom ihe microfinance Sector Asguing what (it is o longet acceptable for
prospeclive providers not to inform thenselves of what ther futune clients are already doang and whit service Lhey
appear (o need, 4,
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Crove-Cutting Themes in Stulics of M-Banking, M-Payments Use

The use questions described above meany skills pnd mentnl models, alfernatives, and sueial norms, each represent
frutful paths for future research. When such studies ol m-banking, m transactions use in the developing world
appear, it is likely that they will wich, implicitly o explicitly, on crosscuting themes shared by studies of other
oediated communication lechr sugh = There is little need for 2 new j“theory of mhanking. i+ Rather, our existmg
toolkit of theorics of technology .. - and particularly technology use in the service of evonomic and social development
(ICTD) is sulMiciently robust fo hamdle the infrodetion of this new technology.

Mediating Informal Credit Mechanisms Ia Urban India

While using the three crosscutting themes identificd ahove, we will now present and analyze the results of an
exploratory study we conducted in urbun Indin. This cuse stidy focuses o the impottance of infurmal credit
mechanisms amongst small coierprises in developing countrics and explores some issues associated with using m-
banking/m-payments systems to mediate thase mechanisms, Despite Indiaj s growing role as an international hub
for IT services and inmovation, the majority of enterprises in India are ot participants i the 1T boom.

Linking Adaption, Impact, and Use

There is also an additional rtionalc; the final section of this orticle will argue that closer examenntions of use can
inform and strengthen Muture studies of m-bimking/m-payments adoption or impoet. making them mose likely o
inform palicy or to lead to the development of better products nnd services. Studies from the ndopticn perspective
&re sometimes criticized for requiring theeretical models that reduce use/nonuse ta # binary conditaun. Nevertheless,
complementary research on wse can help refine both the indcpendent and dependent varishles in such models. A
better understanding of the daily pructice, norrms, and use patlans of m-banking or m-paymients will allow the
construction of o better, more valid, dependent variable: Is use simply registering for the system? Engaging with «t
mce every two weeks? Every #°- © Mare advanced midels could distinguish hetween people who simply utilize an
m-banking/m-payments sysiee i~ consional transfer; s and. those people who begin 1o actually freat their mobile
25 a wallet, storing volue for everyday necds, or as a method for long-term savings,

Conclusion

The emergence of m-banking m-puyments systems hus implicanons for the move general st of discussions
sbout mobile telephony in the developing world. Each transaction is influcnced by the structural position of peogde in
bronder informational nctworks, The latest cnse af m-banking, m-payments systems is o reminder that on undersianding
of the role of the mobile in developing socicties must include its role in medisting both sacinl and economic tronsactions,
sometimes simultancously.

The exasting theory about the significance of mobile communications in the developing world has focused en
voice and text messuging. This focus is appeoprinte, but the emergence of mohile bunking also underscores bow,
occasiomally, innovations emerge from unexpecied places und have the capnbility of reconliguring the significance of
8 Lechnology Lo its users. Mobile theory must keep pace, socounting for mbanking, m-payments systems nlong with
other capabilitics enubled by this increasingly Aexible technology.
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industry, resenrchers, mwd folkeymaters o umderstnmd the trimnsctionnl networks drid helsaviors (hat nlrendy exrst
An antevedent 1o this anpinsent comes lrom the microfinance sector, Argaiing that ()i In no lonper aceeptable for
paspective praviders ot + s jafirm thetrselves of whan their Rrture clients are atrendy doing and what services thev
appent lo neaed, k.
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Crow-Cuitimyg Themes In Studies of M-Banking, M-Payments Lse

The use question ' bed abave means skills und menial models, Hernasives, und soclal norme, cach represent
fralvful paths for (1 -atrch. When such siudies. of nvhanking. m transactions usc in the developing world
appear, it Iy hkely that they will touch, implicitly o expliciily, on crasscutting themes shased by stidics of other
meditied commmication technologies, There i littke nead fur a new i"theory of mbanking. i+ Rather, pat existing
toolkil oF thearies of teshoalogy vse and particularly technalogy use inthe servies ol Hic-and rociild development
{ICTD) bs sulliciently robust fo kandle the introduction of this new lectmotogy

Mediating Informal Credit Mechanbums In Urban Inds

While using the three crosscutting shemes identificd above, we will sow pristent pnd analyze the resubis of an
explomfory study we conductex! in urbon Indin, This case study focuses on the importance of informal credit
mechanisms amongst small enterprives in developing couniries and explores. some issuca associnted with using m-
banking'm-paymenis systemns 1o mediaie those mechaaisis. Despite Indlia| s growing role &3 an interoational bub
for TT services and ibnovation, the majocity af enterprises in India ane noi participants in the IT boom

Linking Adoptive, kmpuct, and Use

There is nlso nn additionsl mtivrate: the fim! section of this anicle will argue that closer exaninations of e o
inforn and strengihen fiture studies of m-bonking/m-payments ndoption or impucr, mpking them more likaly
infeery policy or 1o Jead 1o the developrsent of better prodists o services. Studics from the adoplion petspective
are sometimes criticized for requiring teoretical mndels that reduce use/noouse 19 a hinary condition Nevertheless,
complementary redsarch on e cun help refine kh the independent rnd dependent varigbles in such models A
befter understamding ol the daily practice, normy, sed use patierrs of m-hanking or m-payments will allow the
coastruction of n beir . - vulid, depondont varighle: ks use simply repistering far the systen? Engaging with it
qoce every twn woel -y day More advanced modek: coudd distimguish b povple who simply wtilize an
m-banking/nr paynaaty syste for ocoasional branafer; s and those people who begln to avtually ireal their nebile
as a walley, staring value for everyday needs. o¢ as o method for long-term savings.

Conclinion

The cmergence of m-banking m-payments syslenm has mmplicalions for the mone peneral set of discussions
aboul moblie telephony in the devedoping weed. Ench transaction Is infusneed by the structural position of people in
beoader informational setwueks. The latest case af m-banking, e paymends systems s a seminder that an undersennding
of the rle ofthe nohile in developing socictios st imclude fis rode in meiating bath social aml sonnnnue tamactios s,
sametimes dinulianeotly:

The existing theory about the significance of mobile communicaticns in the developing woeld has focused on
voice dnd text messaging Thes Focus is nppropriate, but the emerpence of mobule banking atse undercores how,
occasion lly, innovatians emerge from unexpetied places and have the capability of roconligunng ihe significance of
a techoology o its wsers. Mobile thoory musi keep pare, accounting for mbankne, m-payments aystens aloog with
other capubulities enabled by Lhis inereasingly Nexibbs wehnology,
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Introdnction

This papet culls attention 1o this Lup i ihe resensch licrature, emphasezing ihe oced fr reseurch focusing cn the
context(s) of m-bankimg c-payments e, Presenting illwstratlve data from exploratory work with sena 1 cnicrptisex
in urhan India, it argues thal cames il research I% & critical inpul to ef¥ective |"mdoption;t of |"inpaci;= tesewrch
Furthet, it supgests that the challenges of linking studies. of use 1o Uume of udoption and mpact reflect extublished
dynamues within the Infornsiion and Convreruention Technobigics wnd Developeners (ICTD) 1esenrch commminity

The specad ol'msabike phaies wd st Pacilitiex available in the mobite phote, across the developing world is ona
of the most remarkalbls tochnidogy storics of the past derade Buoyed by pecpuy cards and inexpensive handsets,
hutkrads of milllons of frst-time telephone pwners huve nicde vodee calls At fext esaages pare of thair ikaily bives
Hewever, many of these sume new mohile users tive ln nfusmal dndior cash ceonomies, without aceess fa firaneinl
scrvices that others take for wranted. Idleed, acoss the develaping world, there jre protably mare people with
mobile :l‘l’l'ldsﬂ! thart with bunk accounts. Various inifiatives use mobéle phones (o provide financial services to “the
unbanked, |+

M-Bankiuyg und M-Paymenty Systeeny in the Developing Warld

While using the mabile phone foc ey point of view, the jerms -baaking, - payments, oitruteclers, m-
prymems, and m-finance refer collectrvely 1 g set of apméications that comble people to wse their mobile telephones 1o
manipulate their bank BCeounts, stece value in an accoum linked 1o their handsets, 1ransfer funds, or even accoss
credit or fmuranoe producty, The Firn Iargets for these applications were comumers in the deseloped world. By
complomenting service: e, o by the banking systen, such as checkbooks, ATMs, voicemsullandlioe inferfaces,
et cands, poind-of-s. - fetweks, and internet resowrees, the mobile platform offers & eonvenient sdditioesl

Pizmncial institaticns, which have had difficulty providing peafltable servives through traditional clunnels 1o poar
clients, see m-banking, mpuyments ias a forn of “branchies banking;£, which lowers the costs of serving fow~—
income customers, Government regulators sce a similar appeal but are warking out the Topal implications of the
techmiogies, pasiicilurly conceeningg security aud tawation. There is 1o utivessal forms ol me-banking, rather, purposes
and structures vary: from ocuntey 1 coumtry

Regudutory factoes, which can vaty drmcatically from coundry to counlry, play o strong tole in deternsining

which services can be Edivired vis which insiiution ATANgemEn,

The m banking, m-pay y Iuﬂndﬂdopil;widmblcmeulodotlnumhp.

(o)  Seore value {currency) in an ac SecEsitile vy umilses, If the user already haos it bank accourt,
this is generally a question - I the user does not have an account, then the
process creates o bank acco udo bank account. beld by 3 thord party or the
teser 3 mobrile operntor, ’

(b)  Convert cash in and out of the stored vilue acroust | 1he secouns is Linskeed tis @ bank socoust, then ysers
con visil banky to casb-io and costeout. In MANY CASCS, WSSTS Cun al¥o visit the GSM providers. retail
stores. In the most, flexible services, o wser v visit & corner kiosk or groceTy stace perhaps the same oae
where he ol <y schases airtime and transact with an independent eetniler working as an agent for the
transaction ~. 3

fe} Tramfer mored saloe berween wooquns., Users can generally tinsfer funds etween ateounts lumked 10
lwo mobile phooes, by witng o et of SMS riessapes (ar menu commmrids} and PN numbers,
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Current Hesearch

The practitiones comsminity may frame the discussion as being aboul |“Trafomuationaljs Mpasiacats, the
popular press desiibes o "lewp from the woeld of cash to cellulur banking+, and rescarchers speak about the
polealiad bf m commerce o °close the digital dividej2 There are o vanwly OF perspectives from which @ vigw the
lechaology, s us Mawer. illusirates the assunptiung wisociated wilh an ainbrace of an “smpowermenls or
1" arket share story =, for eaamiple, will luysact the <lalis and rasearvh proyrams of Wisse nteresied (o the tevhmulogy

The currenl roscarch tileralwe van be classifiod info three ypen of sudies

() Those that eaplaiar or predict the adoplion of iehankuig, aepaymcils sysens,

1) Those that axsess the systens bopact o eople und on ecanomics,

(s} A relative few thit sy 1o undentaid e use of sl ¥ ek 0 sogkal, exoiinie, aml qultural conleats
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