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Poor People Using Mobile Financial
Services: Observations on Customer
Usage and Impact from M-PESA

Despite growing agreement on the potential of technology to expand access to finance,

or branchless banking, there is surprisingly little data publicly available about low-income

users. This Brief draws on some of the first ethnographic research on M-PESA, one of the

earliest success stories in mobile phone-based delivery of financial services. The research

offers insights into how poor people use M-PESA, its impact on their lives, and some

unexpected consequences.

M-PESA is a mobile phone-based service for
sending and storing money offered by Safaricom,
Kenya's largest mobile service provider. Safaricom
customers can register for M-PESA by visiting one
of more than 10,000 merchants who act as “agents”
for account opening, handling of deposits and
withdrawals into the customer’s virtual “wallet,”
and customer support. Customers can then use an
application on their mobile phone to check their
balance, send money to other people, pay bills,
and purchase mobile phone airtime. Customer
funds are held in a special trust account at the
Commercial Bank of Africa.

Since its commercial launch in March 2007, M-PESA
has achieved substantial scale along several key
metrics. Nearly 7 million customers have registered
with the service. An average of 150 million Ksh
(US$1.96 million) is transferred through M-PESA
per day, mostly in small amounts averaging just
over 1,500 Ksh (US$20) per transaction. So far, the
system has handled over 130 billion Ksh (US$1.7
billion).

This Brief presents 10 observations on how poor
people use M-PESA and how it has impacted their
lives. These observations are based on a 14-month
ethnographic study that concluded in November
2008 and that was conducted in two communities:
Kibera and Bukura.

Kibera is an informal settlement (a slum) on the
outskirts of Nairobi. More than 1 million people
live in Kibera. They are mostly migrants from rural
villages who came to the city to find work. The

money trail was thereafter followed to a second
site, a farming village in western Kenya called
Bukura. A segment of the urban migrants has rural
homes in Bukura or surrounding villages.

More than 350 people were interviewed, and 21
focus groups were organized during the fieldwork.
Fourteen financial diaries were distributed, mostly
to frequent M-PESA users who recorded their daily
financial transactions over one month in November
and December 2008. These diaries provide insights
into how M-PESA fits into and altered the financial
practices of poor Kenyans.

Observations on Usage

1. There are two types of users: urban senders,
who are mostly men, and rural recipients, who
are mostly women.

In Kibera, a majority of customers are young
men. Customers deposit money into M-PESA and
transfer money to their rural relatives. In Bukura,
a majority of customers are women and retirees.
They use M-PESA to withdraw money sent to
them by relatives in the city. Most transfers fall
into two categories: () recurrent transfers that
function as income support for the recipient and
(if) transfers used to address lump sum needs, such
as the purchase of farm inputs. Recurrent transfers
are more frequent (once per month or more) and
smaller in value than lump sum transfers. The most
common reason for a lump sum transfer is to pay
school fees.



2. Urban users adopted M-PESA because it is
cheaper, easier to access, and safer than other
money transfer options. Urban users usually
persuade rural recipients to also register with
the service.

Most interviewees in Kibera say they chose M-PESA
because of cost. For example, sending 1,000 Ksh
(US$13.06) through M-PESA cost US$0.39, which is
27 percent cheaper than the post office’s PostaPay
(US$0.52), and 68 percent cheaper than sending it
via a bus company (US$1.16)." Urban users say they
prefer M-PESA because it is faster (the transfer
occurs almost instantaneously), easier to access
(there is a wide agent network), and safer (they
don't have to travel with money).

In Bukura, a majority of interviewees say their
relatives in urban areas asked them to sign up and
use M-PESA. The price structure is designed so that
it is cheaper to send money to a registered user.
For example, it costs 30 Ksh (US$0.39) to transfer
1,000 Ksh (US$ 13.04) if the user is registered.
The recipient pays 25 Ksh (US$ 0.33) to make
the withdrawal. If the recipient is not registered,
Safaricom charges a higher total fee of 75 Ksh
(US$0.98), which the sender must pay.

3. Barriers to usage for urban users include
failed transactions and inability to get help from
Safaricom. For rural users, barriers include cash
float shortages.

Because M-PESA uses the same data channel as
text messages, it often becomes congested at
peak texting times. As a result, some transactions
fail. These transactions either are not processed
in the system, or they are processed but the
confirmation SMS is not sent. This is a common
source of customer dissatisfaction in Kibera. When
this happens, the agent calls Safaricom’s customer
support for the customer. However, because of
the high volume of calls, it can take agents several
hours to get through. This sometimes makes failed
transactions difficult to resolve.

In Bukura, the most common complaint is related
to the cash float of agents. The M-PESA system
depends on banks for its liquidity. To process
withdrawals, agents have to maintain their cash float
by making regular trips to the bank. These trips are
often costly and time consuming for rural agents
because most banks are located in urban centers.
Some agents minimize their costs by stocking up on
cash less frequently. This constrains the efficiency
of M-PESA and forces some customers to travel to
cities to make withdrawals.

4. M-PESA flows reversed during Kenya's post-
election crisis, with rural users sending money
and airtime to urban contacts.

Money transfers typically flow from urban centers
to rural areas in Kenya. However, flows were
reversed during the country’s 2008 post-election
crises. During this period, money and airtime cards
could not be physically transported across the
country. Many of the roads were blocked by rioting
youth, and the railway was dismantled. Many urban
migrants needed money to escape the threat of
ethnic violence and airtime to communicate about
their situation.

Some migrants received help from friends and
relatives in the village, who transferred both
money and airtime via M-PESA. Others withdrew
cash from M-PESA if they had a balance in their
account. Most banks remained closed during the
crisis, which made it difficult to access money.
Some agents in urban areas affected by violence
confirm that demand for services was high during
this period and that urban customers were making
withdrawals rather than deposits.

5. M-PESA is used as a storage mechanism by
both the banked and unbanked.

Although person-to-person transfers dominate
M-PESA use, urban customers also use M-PESA to
store money. Nearly a third of banked customers
in Kibera keep a balance in their M-PESA account.

1 US$1 = 76.6 Ksh as of July 17, 2009. www.xe.com



They say they prefer M-PESA because it is easily
accessible. There are no banks within the informal
settlement, but there are more than 40 M-PESA
agents. This means that M-PESA customers
do not need to travel outside Kibera to access
their cash. Note that money stored in M-PESA
and a bank have different purposes. Most use
M-PESA for daily consumption. Some also use it
to accumulate “small money” into a lump sum. In
this case, “small money” refers to deposits ranging
from 100 Ksh (US$1.30) to 1,000 Ksh (US$13.00),
or approximately one week’s wages. In some
cases, this money is remitted back to the rural
home. In others, it is kept for an “emergency” or
unexpected event such as a funeral. Customers use
their bank account mostly for long-term savings.
Because M-PESA is not designed as a savings
mechanism, no interest is gained on the money
stored. This discourages many banked users from
keeping larger amounts of money in M-PESA.

A fifth of the unbanked interviewees in Kibera
use M-PESA as a substitute for informal methods
of savings, especially keeping money at home.
Most say they prefer to store money with M-PESA
because it is safer. They do not need to worry
about household members finding, and stealing,
their money. Many of the unbanked further note
that they keep money in M-PESA because they
trust Safaricom, whereas they feel that money
stored in a bank is at a high risk of being lost.
Not surprisingly, those who use M-PESA for daily
consumption usually store less than those who
use it to accumulate “small money.” In contrast
to users in Kibera, rural customers rarely use the
application to store money. Most are concerned
that money would be difficult to access because of
recurring cash float shortages at M-PESA agents.

Observations on Impact

1. Users began to make smaller, more frequent
transfers.

Remittance patterns changed significantly during
the 14 months of fieldwork. As users became
accustomed to M-PESA, they started remitting
smaller amounts of money with greater frequency.

This is confirmed in the financial diaries. The diaries
reveal that there was an average of five remittance
transfers from November through December 2008.
The average value of these transfers was just over
1,000 Ksh. Before adopting M-PESA, most users
sent money home once a month or once every
two months. Users explained that they made
more frequent transfers because M-PESA is cheap
and easily accessible. Money can be sent from
anywhere, and at anytime, as long as a balance
is maintained in the account. As one urban user
notes, "M-PESA never closes.”

2. The income of rural recipients increased by up
to 30 percent since they started using M-PESA.

Seventy respondents were asked whether
household income had changed since they adopted
M-PESA. Fifty-four rural respondents (77 percent)
note an income increase since adopting M-PESA.
For 38 respondents, this increase is 5-30 percent
of household income. Such an increase is the result
of money being sent more frequently. By breaking
up their transfers, urban migrants end up remitting
more money back home. Also, rural recipients save
money when retrieving cash. They no longer need
to pay for transport costs to urban centers, where
most of the money transfer services are located.
Instead, they make the withdrawal directly from
Bukura. Such an increase is vitally important for the
rural recipients, who depend heavily on remittances
for their livelihoods. The financial diaries reveal
that such remittances constitute as much as 70
percent of rural household income.

3. M-PESA empowers rural women by making
it easier for them to solicit funds from their
husbands and other contacts in the city.

The mobile phone, in conjunction with M-PESA, is
a powerful tool for mobilizing remittances. Before
these technologies were introduced, rural women
had to travel to the city or post office by bus to get
money. They then had to travel back to the village.
This process could take over a week. Now they can
use a mobile phone to request a remittance and
receive it at a nearby agent, making it easier for
rural women to solicit funds from their husbands
in the city. It is also easier for them to solicit cash



from other contacts when their husbands refuse to
make the transfers. This has increased the financial
autonomy of the women and has made them less
dependent on their husbands for their livelihoods.

4. Urban migrants began to make home visits
less frequently after adopting M-PESA.

Before M-PESA, some urban migrants delivered
money in person. They preferred this method
because the money was transferred directly to
their relatives. After making the delivery, they
would spend several days at home with their
family. Many explain that, after adopting M-PESA,
the frequency of these home visits decreased.
Through M-PESA, they send money directly to
their rural relatives, without spending time and
money on the journey. Less frequent home visits
are a concern for rural wives. Many claim that
their husbands will become lonely and find a “city
wife” if they visit home less often. They describe
two possible outcomes: (i) it could result in less
or no money sent back home and (ii) it could
also result in the co-wife coming from the city
to inhabit the rural land. This finding counters
a popular assumption that is often made about
mobile phones—that these technologies amplify
existing relationships. When used as tools for
financial services, these technologies can have
the opposite effect.

5. Users are integrating M-PESA into their
savings portfolio. As a result, savings patterns
are changing.

The financial diaries reveal that M-PESA is
being used in conjunction with popular savings
mechanisms, including having a bank savings
account, using informal savings clubs, and
keeping money at home. M-PESA users spread
out their savings across all of these mechanisms
to decrease the risk of money being “wiped out”
if one mechanism fails. When M-PESA became
available, users began to make frequent deposits
of “small money” into their M-PESA accounts.
The financial diaries reveal that users make, on
average, 15 of these deposits per month. Because
most participants who kept financial diaries are

frequent users, this high number of deposits
cannot be generalized across the user base. This
finding, however, reveals the intensity with which
some are using M-PESA. Some made frequent
deposits to accumulate a larger amount of money,
which they then invest in their rural home (e.g.,
to purchase a cow). Others put the accumulated
amount into their bank account to gain some
interest on the money stored.

Conclusion

Rapid adoption and frequent use of M-PESA
engendered a variety of positive outcomes, as
well as unintended consequences. Specific design
elements of the M-PESA system shape these
impacts. Most important, by allowing money to
flow electronically rather than physically, M-PESA
lessens, and in some cases eliminates, many
of the spatial and temporal barriers to money
transfer. This releases money flows in Kenya
and allows such flows to penetrate rural areas
where cash is difficult to access. Also, as M-PESA
reached a critical mass of users, network effects
began to develop. Each new M-PESA user has
the potential to tap into an extensive network of
potential remitters and lenders. Many of the rural
residents quickly realized this potential and used
this network to increase their income inflows.

There are also some unexpected consequences
of M-PESA, particularly in savings behavior.
The fact that many customers use M-PESA for
savings reveals a latent demand for appropriate
savings products within the two communities
studied. It also reveals an important opportunity
for Safaricom. By partnering with financial service
providers, mobile operators can play as significant
arole in mobilizing savings as they did in releasing
money flows across the country.

Acknowledgments
This Brief is drawn from the doctoral research of

Olga Morawczynski, funded by Microsoft Research
and the University of Edinburgh.

AUTHORS
Olga Morawczynski and Mark Pickens

@DCGAP

August 2009

All CGAP publications
are available on the
CGAP Web site at
www.cgap.org.

CGAP

1818 H Street, NW
MSN P3-300
Washington, DC
20433 USA

Tel: 202-473-9594
Fax: 202-522-3744

Email:
cgap@worldbank.org

© CGAP, 2009





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


