C1. Roshan’s M-Money Initiative in Afghanistan 

C1a. Background and Environment

Afghanistan has a multi-ethnic population of about 30 million, about 75 percent of whom live in rural areas. Most industry is small scale and these businesses are of little interest to most commercial banks, leaving MFIs and numerous informal lenders as the only financial resources available to most Afghans. In fact, less than 3 percent of the population has a bank account. However, the microfinance sector has steadily grown over the last few years to 15 providers serving about 435,000 borrowers or savers through 307 branches in 26 provinces (MISFA update, 2010). There are four MNOs in the country and about 8 million individual active mobile

phone subscribers, for a penetration rate of about 24 percent (Roshan interview, March 2010). Roshan is the largest MNO; as of March 2010, it had more than 3.5 million subscribers and a market share of around 44 percent.

In February 2008, Roshan launched its mobile banking service, M-Paisa. Developed in partnership with Vodafone, the service enables registered customers to transfer funds using their mobile phones in a quick, easy, safe, and cost-effective manner for P2P transfer, repayment of microfinance loans, salary disbursement, and the airtime purchase of airtime. In October 2008, Roshan introduced IVR, which provides a voice-activated menu functional in English, Dari, and Pashto (USAID, 2008).

M-money transactions are regulated by the central bank (Da Afghanistan Bank, DAB) and its money service provider (MSP) regulations, which were revised in December 2009. Roshan worked with DAB early on to “leapfrog” some of the regulatory hurdles that legacy frameworks represent (IFC, 2008). M-Paisa is regulated and approved by DAB (USAID, 2008).

C1b. Donor Objectives 

USAID/Afghanistan became actively involved in supporting the expansion of m-money through its $100-million Agriculture, Rural Investment and Enterprise Strengthening (ARIES) program. ARIES, implemented from September 2006 through December 2009, focused on expanding access to finance, particularly in rural areas, through development of the small- and medium-sized enterprise and microfinance sectors. ARIES identified m-money as an opportunity to help extend financial services in rural areas and partnered with Roshan to expand its m-payment services through MFIs in the ARIES network.

C1c. Approach 

USAID/Afghanistan had been working with Roshan since 2007 to support the development of m-money in Afghanistan. USAID invested approximately $200,000 during the ARIES program, primarily on technical assistance to support the development of an enabling environment for 

m-money, promote knowledge-sharing, and fund pilots utilizing m-payments for microfinance (S.Charitonenko, ARIES COP, 2010).

Supporting an enabling environment by engaging regulators. Though DAB was initially supportive of m-money, in early 2009, several of Roshan’s market trials were postponed to consider regulatory issues more carefully, in large part due to concerns voiced by the commercial banking sector. In May 2009, ARIES began working with the DAB Governor’s Office to educate it about the sector, both from a market and a regulatory perspective. In July 2009, ARIES facilitated a meeting with the DAB governor, Roshan, and USAID; this helped reiterate the U.S. government’s support for the sector and resulted in a significant improvement in the governor’s opinion of Roshan and its planned roll-out of M-Paisa. 

Promoting knowledge-sharing and best practices. In August 2009, USAID/Afghanistan sponsored an m-banking workshop, organized by ARIES, to discuss the central bank’s general approach to regulating the sector and its proposed amendment to the MSP regulations to accommodate the expansion of m-money transactions. Participants included the DAB and other government representatives, donors, financial institution,s and MNOs. 

Piloting mobile payments for microfinance. ARIES selected several MFIs with which to collaborate on piloting the use of M-Paisa for remote loan payments. ARIES staff spent about six months working with Roshan to develop training materials to support the roll-out of

M-Paisa at BRAC Afghanistan and Oxus. Unfortunately, due to management and capacity issues at the MFIs, the pilots were delayed beyond the end of the ARIES project. 

C1d. Results
Roshan’s M-Paisa now offers a full suite of

m-money services (see Box 12), including microloan payments for MFIs and P2P money transfers. As of March 2010, Roshan had 130,000 customers in Afghanistan using its M-Paisa system, and is adding between 500-800 new M-Paisa customers daily. 
As a result of discussions with DAB and the workshop organized by ARIES, in November 2009, DAB adopted a revised version of the proposed amendment for MSP regulations. The workshop helped solidify DAB’s support of the sector and its willingness to work with the U.S. government in the prudent expansion of m-money. DAB is likely to issue circulars to further refine the amended MSP regulation, particularly related to agent regulations and low transaction limits, but no substantial changes are expected.

C1e. Key Findings and Lessons Learned 

C1e(1). M-Money System Design and Implementation

Importance of high-quality, expansive agent networks. Of the more than 3,500 Roshan agents across the country, only about 700 are trained on M-Paisa; of those, only about 300 are active M-Paisa agents. Sparse agent coverage has become a major constraint for M-Paisa’s growth: If an agent trained on M-Paisa is not available, customers cannot complete a transaction. Another challenge is agent liquidity: If an agent does not have sufficient cash on hand, a client cannot cash out a transaction. It is not surprsing, then, that customer satisfaction with the M-Paisa agents is inconsistent.

Customize m-money products for local markets. Given the low level of education and literacy in Afghanistan, M-Paisa introduced an IVR system to their customer service that offers instructions in English, Dari, and Pashto. Customers can choose which language to they want to use. Farmers in the remote region of Badakshan, many of whom cannot read or write, are able to use the IVR to receive money (USAID, 2008). 

Creatively address security concerns. Security continues to be a major operating challenge for Roshan, which invests significantly in third-party security services. Recognizing the importance of community support for countering insurgent attacks, Roshan instituted a community model in which villages participate in the construction of communication towers and are paid to guard them (USAID, 2008). There are now more than 100 sites under this model, with more sites being added each month.

C1e(2). Donor Support

Regular donor and partner coordination is critical, especially in conflict environments. Coordination with other donors, relevant government ministries, and private-sector partners is essential to ensure efforts are additive, not duplicative. This is especially crucial in conflict-affected countries such as Afghanistan, where donor programs tend to be large, implemented quickly, and have high staff turnover due to short-term rotations. A systematic communication process with a focal point of contact at the USAID mission is helpful to ensure coordination across all programming that may be complementary. USAID involvement is also helpful to entice private-sector participation, including cost-sharing, in interventions. 

Building the knowledge and capacity of the regulators, financial institutions, and other potential market entrants to support m-money. It is helpful to share international experiences on the development of regulation and business models through workshops or conferences to ensure all stakeholders are aware of global m-money best practices. Similarly, focus on building the capacity of potential implementing partners, particularly MFIs, to ensure they have sufficient capacity (e.g., support from senior management and management information systems) to pilot the use of m-money. For example, insufficient internal capacity hampered ARIES’ efforts to pilot M-Paisa by two MFIs in its final year.

Know your comparative advantage and develop programs accordingly. Multilateral development banks are usually best suited to providing loans for large-scale infrastructure investments (i.e., tens of millions of dollars or more). USAID, on the other hand, has a comparative advantage in providing matching grants, creating challenge-type funds, promoting private-public alliances, and funding specialized technical assistance and training. For example, since 2004, the Asian Development Bank (ADB) has provided about $170 million in loans to Roshan to expand its network reach, enhance network redundancy, and assist in providing additional value-added functionality (such as m-money services) (www.adb.org). Similar to ADB’s phased approach, any funding or technical assistance support from USAID should be designed to be released on an iterative basis, depending on the recipient meeting time-bound and quantifiable benchmarks.

C1f. Sustainability and Potential for Replicability

Building the ecoysystem through salary payments. Roshan is expected to continue to self-fund pilots of expanded use of M-Paisa, especially with regard to rolling out its use for salary payments (see Box 13). Providing payroll services is a fast, efficient way to encourage the use of M-Paisa and build ecosystems. 

Working with the microfinance sector. Roshan is working with First Microfinance Bank to provide microloan disbursement and payment services. Through March 2010, almost 7,000 

clients were using M-Paisa out of about 40,000 total active borrowers. Of the bank’s 21 full-service branches, 17 have M-Paisa-trained agents. First Microfinance Bank is pleased with the M-Paisa system and wants to expand its use among its clients. Because the system is already working with First Microfinance Bank, Roshan should definitely consider offering it to other MFIs.
Increasing competition. There may also be opportunities for donors to support other MNOs to enter the marketplace and create some competitive pressure that should accelerate market penetration and the use of m-money. For example, MTN announced in March 2009 that it intends to launch its revamped MTN Money product across “21 countries in sub-Saharan Africa and the Middle East,” although it has not yet made any specific announcement regarding

m-payments in Afghanistan. Etisalat Afghanistan does not offer m-payment services; however, Etisalat’s corporate owner is also the parent company of Zantel in Tanzania, which recently launched the Z-Pesa m-payments product, so it is possible that it may eventually want to launch the same service in Afghanistan.  Additionally, some Hawalas that offer small money transfers may provide competition for Roshan and others. 

Box 12. M-Paisa’s Products and Services


Deposit cash into an M-Paisa account


Withdraw cash from an M-Paisa account


Send and receive money (transfers)


Buy airtime 


Receive and repay loans (currently only with First Microfinance Bank) 


Receive salaries (currently used by all 150 Roshan employees and on a limited basis for Afghan National Police)





Box 13. Roshan’s Salary Disbursement Service


In late 2009, Roshan piloted use of M-Paisa to pay the salaries of around 50 members of the National Police in Wardak province. The trial was a success, despite having to overcome challenges such as a police commander who wanted the service shut down because he was no longer receiving his usual cut of the salaries. The police officers were surprised at how large the payments were when they received their full salary, which was a third higher than what they were used to receiving.





Roshan is now expanding its trialing of National Police salary payments via M-Paisa, from 50 to 200 officers in four districts of Khost and Wardak provinces. These payments are expected to be expanded from July 2010 to reach 13,000 officers by year’s end. Roshan plans to continue to scale up salary disbursements to the National Police (which employs about 120,000 officers) and offer the same service to Afghan National Army soldiers in 2011.








