Digital Finance



Small fee, Cheap to send,
every swap but who pays?




Why Must the Cheapest Digital Transaction Still Subsidise a Human at a Counter?

The Agent Economics Paradox

A mobile-money transfer sent between two phones costs the operator
almost nothing in pure compute terms. But at each end of the chain there
is usually an agent — a shopkeeper, an airtime reseller, a corner grocer —
who converts cash into digital float (= the pool of prepaid wallet balances
the operator holds in trust) and back again. That agent must be
compensated on every swap, and the margin on a single transfer shrinks as
the price per transfer falls.

® Pricing logic: cheaper transfers attract higher volume, and volume is
what keeps the wallet relevant.

® Subsidy logic: the agent does not earn on compute; the agent earns
per cash-handling event.

® The trap: as transaction price falls to compete, the per-event agent
commission must be financed from an ever-thinner margin pool.

The mobile-money operator’s founding dilemma: the customer-facing price
is the acquisition lever, but the agent-facing commission is the network
lever. Drop the price and volume rises; drop the commission and the agent
closes the shop.

Osterwalder BMC anchor — Value Proposition and Cost Structure must reconcile falling customer price
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with rising agent-network subsidy.




Which Three Canvas Blocks Most Sharply Separate a Mobile-Money Operator from a Retail

Bank?

The Business Model Canvas Applied

Alexander Osterwalder’s Business Model Canvas (BMC) is a one-page diagram of nine
building blocks that describe how any firm creates, delivers, and captures value. Map a
retail bank and a mobile-money operator onto the same canvas and most blocks overlap
in intent. Three diverge sharply — and those three determine whether the operator can
monetise at scale without collapsing into unit-economic loss.

® Key Partners: branch-owning correspondent banks versus a distributed agent

network stitched out of shopkeepers, airtime dealers, and kiosk operators.

Channels: tellers and ATMs versus a SIM-card interface plus the agent counter

for cash conversion.

® Cost Structure: real-estate and uniformed staff versus a per-event agent
commission plus the float liability.

What overlaps: Value Proposition (hold money, move money), Revenue Streams (fees,
interchange, merchant commissions), Customer Segments (wage earners, small
merchants), Key Activities (custody, compliance), Key Resources (regulatory licence),
Customer Relationships (transaction-level touch, not advisory).

The insight: a mobile-money operator is a financial firm that has replaced branches and
tellers with agents and SIM interfaces. That one substitution reshapes Key Partners,
Channels, and Cost Structure all at once — which is why the economics look so unlike

a bank’s even though the value proposition is similar.
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Osterwalder BMC anchor — three canvas blocks shift, six overlap. The unit economics follow the three that shift.

mmodity



How Does GCash Turn a Remittance App into a Two-Sided Merchant Platform?

The GCash Platform

GCash launched as a peer-to-peer transfer service over a telecom network in the
Philippines. Its current shape is a two-sided platform = a service that sells access to
one user group by first attracting another, so that each side’s participation depends on
the other side showing up (the “chicken-and-egg” problem). On one side are retail Retail
wallet holders who pay bills and remit money; on the other are merchants and billers
who accept GCash for point-of-sale and invoice settlement. Neither side finds the
platform compelling alone.
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® Retail side: the app starts as a remittance tool and becomes a daily-spending

walle 2 billers
acceptance pulls wal\et
surface once bill payments and merchant acceptance reach a threshold.

® Merchant side: acceptance is worth integrating only when enough retail users Seed remittance first; let merchant side follow.
hold balances they are willing to spend at the point of sale.

® Cross-side network effect: the more wallets in circulation, the more merchants
accept; the more merchants accept, the more customers top up.

The chicken-and-egg solution: GCash seeded the retail side first through remittance,
then used the resulting balances to bootstrap merchant integration. Without the
remittance wedge, the merchant side could not have been activated.

The platform-economics point: GCash is not selling payments; it is selling the proximity
of its two sides to each other. The margin the platform extracts is the cost saving from

both sides no longer needing to meet via cash.

Platform-economics anchor — GCash sells proximity between two sides, not payments themselves. The remittance wedge solves the chicken-and-egg

problem.



Which Adjacent Products Does bKash Add First, and Which Come Last?

bKash’s Product-Stack Arc

bKash entered Bangladesh with a single proposition: domestic person-to-person transfer

over a telecom rail, with agent cash-in and cash-out at every corner shop. Every Agent
product added since follows a deliberate ordering logic — start with the products that wave
reuse the agent network; finish with the products that need underwriting or capital.

® Early wave (agent-network-adjacent): send money, cash-in, cash-out, airtime
top-up. Zero balance-sheet risk.

® Middle wave (merchant-adjacent): bill payment, merchant payments, salary
disbursement to wallet. Uses the float without net-lending risk.

® Late wave (credit-adjacent): savings products, microloans, insurance premium
collection. These require provisioning and capital.

Credit
wave

The sequence is the business model. Each product earlier in the arc deepens the agent
relationship and the customer balance, both of which finance the compliance and risk
machinery the later products require. Adding credit in year one would have forced bKash
to operate like a bank before its agent network was dense enough to carry the demand.
Clayton Christensen (Harvard Business School) argued that disruptors start narrow and
cheap, earn trust, then expand upward; his unbundling-rebundling cycle (pulling one
service out of a historical bundle, then stacking adjacent services onto that foothold
once trust is earned) predicts this shape exactly — the cheapest products come first to
cement habit and agent density; the margin-rich products come last, once switching

cost and regulatory capacity are both in place.
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Christensen unbundling-rebundling anchor — bKash’s product ordering is the busii model: agent

margin-rich products viable.

djacent products seed the density that makes



Where in the Corridor Does Wave Capture Float and Fee?

The Evans-Wurster Corridor
A value chain = the ordered sequence of activities a service passes through; Evans and

Wourster (BCG) argued that when information is cheap, each link can be split off to a Agent D Wave
specialist. Wave entered francophone West Africa by attacking a single link of the cash-in foat
remittance corridor: the cash-in and cash-out step, which legacy operators priced S.alar¥ D
opaquely. The digital middle — where funds sit as float and move between wallets as npu
e-money (= a digital claim redeemable for bank deposits) — is cheap to operate but Meychant D
tightly regulated. Wave positioned itself on the thin, high-volume layer. epost
® Cash-in (attacked first): agent counter where cash becomes float; low per-event Wave owns rail; agents + banks partner
commission.
® Float custody (partly rebundled): e-money accounts held with partner banks. DSOMCCS

® Corridor transfer (owned): wallet-to-wallet moves on the Wave rail, near-zero
marginal cost.

® Cash-out (attacked next): second agent counter, float becomes cash.

® Merchant acceptance (partner side): long tail remains cash.

® Risk / screening (SaaS): AML and fraud detection as shared-tenant
infrastructure.

The rebundling: Wave owns the rail and the cash-conversion counters, partners on

custody, pays for risk as a service.

Evans-Wurster value-chain anchor — Wave owns the digital rail; the cash counters finance the agent layer.



Is Paga’s E-Money Licence a Durable Moat or a Shrinking Arbitrage Window?

Regulatory arbitrage = a firm earns profit specifically because it faces a lighter rulebook
than its competitors, not because it is better at the underlying business.

The E-Money Licence Clock E-money windriMaaigronversion
Paga launched in Nigeria under an e-money-institution classification distinct from a full upgr .

banking licence. That narrow classification let it operate a wallet, accept cash at w‘memr
agents, and move funds without carrying a bank’s capital-adequacy burden. Over time, EnEY oses

the central bank widened the perimeter: it introduced payment-service-bank categories,

tightened anti-money-laundering thresholds, and began supervising e-money providers —> time
on deposit-like dimensions. ey [P

® Entry window: the e-money classification bypassed branch-proximity and
capital-ratio rules that applied to deposit-taking banks.

® Adoption phase: the classification gap let Paga price the agent-network rail below
full-bank rails on the transactions where the licence differential mattered most.

® Normalisation phase: the regulator introduced intermediate categories; Paga
began acquiring upgraded authorisations before the gap closed.

® Moat conversion: the anti-money-laundering pipelines and agent-compliance
apparatus built during the gap became the barrier to the next wave of entrants.

A moat = a competitive advantage that rivals cannot easily copy. The durable version
of the moat is not the arbitrage itself — it is the compliance machinery the arbitrage
financed. An e-money licence without converted infrastructure is merely subsidy; with

converted infrastructure, it becomes barrier.

Regulatory-arbitrage anchor — the moat is the compliance apparatus the e-money window financed, not the window itself.



Why Does Orange Money Thrive in Sahel Corridors but Stall in Saturated Markets?

The Orange Money Counterexample

Orange Money runs across many francophone African markets using a
near-identical product architecture. The same template earns wildly
different margins in each market — not because the product differs, but
because the host market changes the available revenue pool.

® Agent network density potential: where cash is still dominant and
bank branches are sparse, every added agent creates addressable
volume; where wallets are already saturated, adding agents only
cannibalises peers.

® Remittance corridor weight: markets with a thick diaspora inflow
channel generate a high-margin cross-border leg that pure domestic
markets lack.

® Telecom market-share anchor: where the parent telco already
dominates prepaid airtime, the wallet rides on top of an existing
distribution footprint at near-zero acquisition cost.

® Regulatory openness: where the central bank has carved out an
e-money category, the wallet monetises at scale; where only full-bank
partnerships are permitted, the economics tilt toward the partner.

The context-dependency point: the same template earns different margins
in each host market. A high-inflow, low-saturation market caps the pool at
a different height than a competed-down urban market with high
bank-branch density. The BM travels; the economics do not.

High-margin context

Sparse branches
Thick diaspora inflow
Dominant telco share

Mature-mafket déffieesat pool

Dense branches
Competed-down corridor
Crowded operator field

The template travels; the host economy caps the margin.

Context-dependency anchor — Orange Money’s markets share a template; agent density, corridor weight, and telco anchor set the ceilings.




Which Five Tests Separate a Durable Mobile-Money Operator from a Fragile One?

The Five-Test Synthesis

@ Friction test: does the operator remove a cash-handling friction that actually —=E= Pass>
costs households money, or merely a cosmetic one? Cosmetic fixes churn back to m

cash under fee pressure.

@ Platform test: are both sides — wallets and merchants — tightening a cross-side Fragile Platform test Durable
loop, or does each new user require a fresh acquisition push?

© Rebundling test: is the product ordering deliberate — agent-adjacent first, [ el (%—Rehundling tes‘_b Durable ]
merchant-adjacent next, credit-adjacent last — or opportunistic? .

@ |Infrastructure test: is the operator adding infrastructure incumbents lack (agent [ Al H"“f’as"“““"’ ‘e"-'b Durable ]
density, SIM interface, kiosk reach), or duplicating infrastructure that already
exists? Fragile Arbitrage test Durable

© Arbitrage test: is the e-money regulatory window being converted into a

N . . . . . Pass th = durable e
compliance moat, or is the window simply closing while the operator lags? 758 three or more = durable operator
Case cash-out: GCash (platform test), bKash (rebundling test), Wave (infrastructure
test), Paga (arbitrage test), Orange Money (friction test across host-market pools).
Operators that pass at least three convert early traction into durable margin. The rest

become features of someone else's network.

Synthesis anchor — the five tests apply the BMC, platform, unbundling, value-chain, and arbitrage frameworks to a single mobile-money operator in a

single question each.



Banking
for everyone!

Cheaper than
the bank Every swap costs
a commission.




