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The Kenyan app that helped hundreds of
thousands overcome poverty

BY TOM MURPHY ON 15 DECEMBER 2016 21

U.K. Secretary of State for International Development Priti Patel visits a M-PESA kiosk at the Mukuru low
income settlement in Nairobi. (Credit: Rob Oxley/DFID/flickr)

Mobile money is more than a way to send and receive money. For some people, it is a path

out of poverty - particularly for women.

A new study in Kenya found that the M-PESA mobile money platform lifted 194,000
households out of poverty. It builds on the evidence that increasing access to and use of

financial services can help people living in extreme poverty.

“For women, the route out of poverty might not be more capital, but rather financial inclusion
at a more basic level, which enhances their ability to manage those financial resources that
are already accessible,” according to the report by Tavneet Suri and William Jack. “Thus,
although mobile phone use correlates well with economic development, mobile money

causes it.”

M-PESA is a hybrid of payment apps like Venmo and wire transfer services like Western Union.
A person goes to an agent to add money to her M-PESA account. The amount is then available

on her phone to send to another person. Much like PayPal, that transfer can pay back a friend,
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send money to a relative or buy something. The instant transfer comes with a small fee and

the recipient can withdraw the money at an agent.

“You even hear stories in Nairobi where people put money in at one side of town, go home
and then make a withdrawal when they get home,” Suri said in an interview with

Humanosphere.

Most Kenyans use M-PESA to buy cell phone minutes and send money to family members.
This does two important things Suri said: sends money instantly and directly to the person
who needs it. Before M-PESA, people had to physically deliver money to each other. That
meant it could take a day for a husband working in Nairobi to deliver money to his wife in the
north to pay their children’s school fees. He'd potentially have to take time off work and pay

for the round-trip bus ticket.

RELATED Kenya cracks down on foreign NGO workers, citing wage disparity

Suri and Jack surveyed Kenyan households on their spending, jobs and more between 2008
and 2014. They mapped each household and nearby M-PESA agents. Living close to an agent
proved to be an important indicator. By applying the surveyed impacts against a national map
of agents, they estimate that M-PESA lifted 2 percent of Kenyan households out of poverty. It

notably helped 185,000 women shift from working as farmers to business or retail.

“One reason this may have happened is it allows people to do things they wouldn't have done
because they have a safety net,” said Suri. “Over time these effects of financial resilience can
be a big thing. If | now know | can reach five people who can help if things fall apart | might

take more risk.”

Kenyan mobile phone company Safaricom launched M-PESA in 2007. Some 96 percent of
Kenyan households had cell phones and Safaricom was the most popular provider. Unlike the
U.S., the average customer buys a cell phone and separate SIM card from a provider. They buy

minutes to pay for calls, text messages and data plans from local vendors.

Safaricom used its existing network of sellers to also act as M-PESA agents. It took off

immediately. More than 2 million people used M-PESA a year after its launch. The user base
jumped to more than 8 million by the end of 2009. Suri researched that growth in a previous
study finding that the number of agents across the country grew as quickly as the user base.

The key was that it spread throughout the country and was not confined to major cities.

RELATED Poverty and other challenges ahead for Peru’s new President Kuczynski

But Suri was careful to point out that it is not a silver bullet.

“Any one product is going to help some set of people in some way, but a diversity of products
will help a diversity of people. You are filling one need with one product,” she said. “[Mobile

money] is not a be all, end all.”

Microcredit is one example. The microfinance industry garnered attention a decade ago with
stories of people starting businesses and leaving poverty. That hype dampened in recent

years after studies showed that, on average, the small loans have little impact. Butitisn't a
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failure. Much like the M-PESA study found, there are some people who benefited from small

Humanosphere
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products to buy a house, pay bills, save for retirement and protect against an unfortunate

accident. The same series of services can benefit the poor.
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Suri is particularly interested in a new mobile banking product offered by Safaricom. M-

Shwari launched in 2011 to give people instant access to savings and loans, which is different

from M-PESA. M-PESA is an informal bank account for quick transactions, and it is not the

same thing as a savings account, Suri said. Adding a savings component and talk of a tool to

allow people to buy government bonds could help more Kenyans exit poverty.

’ Kenya ‘ ’ M-PESA ‘ ’ mobile money ‘ ’ poverty ‘
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Tom Murphy is a New Hampshire-based reporter for Humanosphere. Before joining

Humanosphere, Tom founded and edited the aid blog A View From the Cave. His work has

appeared in Foreign Policy, the Huffington Post, the Guardian, GlobalPost and Christian

Science Monitor. He tweets at @viewfromthecave. Contact him at

tmurphy[at]lhumanosphere.org.

BY LISA NIKOLAU
- 7 DECEMBER 2016
Nicaragua's economy is

growing, but the poor may be
falling behind

Embed

BY REUTERS - 29 NOVEMBER 2016

Kenyans sound the alarm over
election threat to public land

A Review of ‘The Case for Soci...

> Posted by Alex Counts During my
final years as President of Grameen

cfi-blog.org

49m

View on Twitter



Sponsored Links

How 2 Boston Grads Are Disrupting the Auto Insurance Industry
EverQuote Insurance Quotes

She Had No Idea Why the Crowd Was Cheering
LifehackLane

How To Fix Your Fatigue And Get More Energy
Vital Reds Supplement

After Losing 101lbs Susan Boyle Looks Gorgeous
College Freakz

The Number 1 Reason Banks Don't Recommend Reverse Mortgages
NewRetirement

‘Watermelon Snow' Could Spell Doom

Weather.com
1 Comment Humanosphere . Login
@ Recommend & Share Sort by Best

. Join the discussion...
= N

. cashonlineschoool.com - 3 days ago

This its a nice app for Kenian people i ealy apreciate it
A v - Reply : Share>

B4 Subscribe Q Add Disqus to your site Add Disqus Add a Privacy

ABOUT SEATTLE GLOBALIST

Huma nosphere Philippine Ex-President Marcos' “hero’s burial” serves
a modern agenda

Seattle is the epicenter of a global effort to beat back

. . Photos: A cry of hope for Syria on a cold Seattle night

poverty and illness in the poorest corners of the

world. We'd like Humanosphere to be your go-to An Algerian chef starts an Italian restaurant with a

source for news, conversation and analysis about this French name

effort as it unfolds. Your host is Tom Paulson, a

reporter with decades of experience covering science,

medicine and global health in the US and beyond.

Copyright 2015. All Rights Reserved. Humanosphere.org About - Mission - Jobs

AdChoices [>

-+ Writers Guidelines

- Contact + Contributors - Terms of Use



