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I 
n the April edition of this Review, we discussed some 

emerging competition issues with mobile money in Africa. 

In a number of countries the telecoms companies that 

provide the mobile payments service have established posi-

tions of significant market power which have raised concerns 

of potential abuse of dominance. Since then, there have been 

several interesting developments in Kenya and Zimbabwe, 

on which this article focuses.  

The Competition Authority of Kenya (CAK) recently investi-

gated Safaricom, the largest mobile network operator (MNO) 

in Kenya, for charging unregistered users of Safaricom’s M-

Pesa high fees and allegedly threatening M-Pesa agents who 

offer rival products. In 2012 Airtel filed a complaint with the 

CAK to force Safaricom to remove the exclusive arrange-

ments that it held with agents in its agent network to allow 

access by rival MNOs. Airtel also argued that by charging 

twice the amount for mobile cash transfers to Airtel custom-

ers than it charged for Safaricom-to-Safaricom transactions, 

Safaricom was abusing its dominant position in terms of mo-

bile subscribers and mobile money transfer services. In its 

defense Safaricom argued that forcing it to open up its agent 

network would be unfair because it had invested billions of 

shillings to develop it.
1
 Having investigated the case, the CAK 

ordered Safaricom to open up its M-Pesa agent network to 

rival mobile money firms. In its judgment, the CAK did not 

rule on the cost of transactions, which would require further 

inputs from the Central Bank of Kenya and the Communica-

tions Authority.
2
 

The high prices that Safaricom was charging customers to 

send and receive cash from other networks were illustrative 

of the effects of the high barriers to entry and the exclusion of 

competitors, which inhibited the growth of rivals. Given Sa-

faricom’s position of market power, it has a strong incentive 

to maintain proprietary control of the use of its platform and 

the results of this could be monopoly profits, exclusion of 

competitors, and high switching costs for consumers consid-

ering a switch away from Safaricom. While Safaricom should 

be given the opportunity to earn returns on its investments, 

these returns should have a direct relationship with the level 

of investment made and should not amount to an accumula-

tion of additional monopoly rents for the dominant incumbent. 

The recent collaboration of Airtel with Equity Bank (Kenya’s 

biggest lender by market value) to offer a mobile banking 

service is set to present a competitive threat to Safaricom.
3
 

Equity Bank’s 9.1 million customers are expected to gain ac-

cess to their bank accounts via their mobiles once its Mobile 

Virtual Network Operation (MVNO) launches.
4
 In addition 

three new players, Tangaza, Finserve and Zioncell, have also 

acquired MVNO licences and will soon introduce a mobile 

money offering, resulting in a further threat to M-Pesa’s domi-

nance. The three will be hosted by Airtel and can offer cus-

tomer registration, SIM card issuance, billing and customer 

care, as well as mobile money services.
5
 

Interestingly, soon after this announcement was made Sa-

faricom announced new tariffs that took effect from the 21
st
 of 

August 2014 which saw tariffs for transaction values ranging 

between KSh 10 and KSh 1500 being reduced by 67%. Tar-

iffs for sending higher amounts exceeding KSh 1500 will now 

be an average of 0.8% of the transaction value but withdraw-

al fees will remain unchanged. Safaricom states that the ra-

tionale behind revising the tariffs is that 65% of all person-to-

person transactions are within the low to medium tiered 

bands and this reduction in tariffs is set to provide more Ken-

yans with affordable access to financial services.
6
 

The timing of this intervention suggests, however, that this is 

likely to be a competitive response to the new entrants to the 

market. The new tariffs are shown in tables 1 and 2 together 

with a comparison of tariffs for P2P transactions in different 

African countries. M-Pesa’s tariff reduction in Kenya means 

that they are now the cheapest in the $1 to $10 range for 

transfers to registered recipients but not so cheap for unreg-

istered recipients. Zimbabwe (especially Econet) is relatively 
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Table 1: Comparison of mobile money tariffs in selected African countries for registered recipients7 

  
M-Pesa 

Kenya 

Airtel 

Kenya 

Econet 

Zimbabwe 

Telecel 

Zimbabwe 

M-Pesa 

Tanzania 

Airtel 

Tanzania 

Airtel 

Uganda 

MTN 

Uganda 

MTN 

Rwanda 

$1 0.14 0.17 0.14 0.15 0.32 0.42 0.21 0.36 0.22 

$5 0.42 0.73 0.54 0.45 0.55 0.42 0.58 0.72 0.68 

$10 0.46 0.73 1.04 0.84 0.90 0.60 0.58 0.72 0.76 

$100 2.15 1.79 5.05 4.10 1.96 1.32 2.22 2.74 2.74 

Note: Light gray shading indicates the cheapest provider at a given transaction value, dark grey indicates the most expensive 
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expensive for transactions of $10 and upwards to both regis-

tered and unregistered recipients but relatively cheap at very 

small transaction sizes of $1 for registered recipients only. In 

Tanzania, both providers charge the same to both registered 

and unregistered users whereas MNOs in the other countries 

charge more to unregistered recipients. This is consistent 

with the fact that in a market where providers are of a similar 

size rather than having one much larger player, the MNOs 

have a greater incentive to promote interoperability to gain 

customers and they don’t have the market power in either 

the voice or mobile money market to charge more aggres-

sive rates to unregistered users.  

In Zimbabwe the Competition and Tariff Commission (CTC) 

is investigating whether Econet through its Ecocash mobile 

money transfer service has contravened the competition law 

in its dealing with banks and suppliers. Econet refused to 

allow banks access to its Unstructured Supplementary Ser-

vice Data (USSD) platform for channeling their mobile bank-

ing service.
8
 Instead, it encouraged them to use its Ecocash 

platform although it has since agreed to allow them access 

but on a separate USSD code from the one it uses and at a 

higher charge for the use of the platform. Banks are of the 

view that not only are the prices too high but they are also 

discriminatory against non-Ecocash users. This conduct may 

be part of a strategy by Econet to protect Ecocash’s market 

share, in order to maintain its position in the primary market 

for mobile services (voice, sms, data).  

Network effects 

In our earlier article we defined network externalities as prod-

ucts for which the utility that a user derives from consumption 

of the good increases with the number of other users con-

suming the good, which means that it is beneficial for cus-

tomers to join the dominant network.
9
 In Zimbabwe, Econet 

has a high market share in both the mobile services and mo-

bile money transfer markets, with a 65% market share in mo-

bile services and 90% in the mobile money transfer market 

through Ecocash.
10

 Econet’s Ecocash is the leading mobile 

banking platform and its success can be at least partly as-

cribed to a combination of network effects and lack of in-

teroperability between Ecocash and the other available mo-

bile payments platforms. There is currently no mandated in-

teroperability in the mobile payments market in Zimbabwe. 

As a result, Econet has chosen to keep its Ecocash platform 

unintegrated with the other MNO’s mobile payments plat-

forms. This effectively protects Econet’s strong position in 

the market because if customers want to transact with an 

Ecocash customer (which is very likely given the market 

share of Ecocash), they have an incentive to also be with 

Ecocash.  

In markets with network effects where there is one large 

player, it is rarely in the interest of the large player to interop-

erate with smaller competitors as it can more effectively pro-

tect its strong position by maintaining a separate network. 

Smaller players on the other hand benefit from interoperabil-

ity as it reduces the network effects present in the market 

and allows them to compete for customers more easily. In 

markets where there is more equivalence of size between 

the different operators, it is more likely to be in everyone’s 

interest to allow interoperability, as all can provide a more 

attractive service to customers through doing so.  

In this case there is a further advantage to Econet from 

maintaining Ecocash as a separate platform and not allowing 

it to interoperate with other platforms. This is through reduc-

ing switching in its core mobile services market. Without in-

teroperability, in order to transact with an Ecocash or Econet 

customer, it is necessary to be an Ecocash subscriber which 

means also being an Econet subscriber. Thus with network 

externalities present, Econet can use its ubiquity in mobile 

money to induce customer loyalty and reduce switching in 

the mobile services market as it is beneficial for customers to 

be on a platform/network with more users. 

Having said this, in such situations, mandating interoperabil-

ity involves a tradeoff between allowing firms to recoup initial 

investments made, particularly when there were risks in-

volved, and reducing the monopoly profits that dominant 

firms could be accumulating through excluding rivals.
11

 In 

both of the cases discussed above, the dominant firms could 

argue against interoperability on the basis that they invested 

a substantial amount in the mobile money infrastructure, but 

the question is - should that come at the expense of competi-

Table 2: Comparison of mobile money tariffs in selected African countries for unregistered recipients
7
 

  
M-Pesa 

Kenya 

Airtel 

Kenya 

Econet 

Zimbabwe 

Telecel 

Zimbabwe 

M-Pesa 

Tanzania 

Airtel 

Tanzania 

Airtel 

Uganda 

MTN 

Uganda 

MTN 

Rwanda 

$1 N/A 0.17 N/A 0.15 0.32 0.42 0.11 0.55 0.36 

$5 0.61 0.73 1.04 0.80 0.55 0.42 0.61 1.10 1.23 

$10 0.69 0.73 1.94 1.45 0.90 0.60 0.61 1.18 1.41 

$100 3.15 1.79 10.05 8.60 1.96 1.32 3.82 6.41 4.25 

Note: Light gray shading indicates the cheapest provider at a given transaction value, dark grey indicates the most expensive. 



 

 

9 

 

tion? And at what point will they have been adequately com-

pensated for any risk incurred? In order to ensure that incen-

tives to innovate and invest are protected, this tradeoff needs 

to be weighed up, however, firms should not be able to ex-

ploit their market power and exclude potential rivals indefi-

nitely on the basis that they once made a risky investment.   

In this regard, the CAK decision that has forced Safaricom to 

open up its agent network to other MNOs will ease the entry 

of Equity Bank to the market. This speaks to one aspect of 

interoperability which is likely to benefit consumers. To ad-

dress monopoly control and other spill-over effects that may 

arise from strong network externalities competition authori-

ties and sector regulators can also pursue different ap-

proaches, such as regulating network and platform interoper-

ability whilst ensuring fair compensation for investments 

made.
12

 Such an approach would go some way towards in-

creasing the levels of rivalry to Econet’s offering in the Zim-

babwean market.  

Notes 

Researchers from CCRED have been involved in providing advice on mobile money issues in Zimbabwe and Kenya. 

1. Mutegi, M & Fayo, G. ‘Airtel case over M-Pesa under review by competition board’ (2 July 2014). Business Daily.  

2. Mwenesi, S. ‘Airtel wins case against Safaricom to open up M-Pesa’ (28 July 2014).  Humanipo. 

3. Wachira, C. ‘Airtel challenges Safaricom supremacy in money-transfer industry’ (4 June 2014). Business Daily.  

4. Kariuki, J. ‘New York-based agency lauds Kenya’s mobile money growth’ (10 September 2014). Business Daily. 

5. Handford, R. ‘Kenya shakes up mobile money by licensing three MVNOs’ (15 April 2014). Mobile World Live. 

6. Safaricom website.  

7. Company websites as at October 2014; prevailing exchange rates as at October 2014. 

8. Business Reporter. ‘Competition Commission probes Econet Wireless’ (15 July 2014). New Zimbabwe. 

9. Paelo, A. ‘Mobile money: taking on the big banks’. CCRED Quarterly Competition Review (April 2014). 

10. Postal and Telecommunications Regulatory Authority of Zimbabwe (POTRAZ) website.  

11. Andes, S. ‘Making the Market: How Interoperability and Tipping Points Can Influence Network Size’ in The Heinz Journal, 9

(2):1-17.  

12. Anderson, J. ‘Competitive and regulatory implications of mobile banking in developing markets’ (25 August 2011). Technolo-

gy Banker. 

http://www.businessdailyafrica.com/Corporate-News/Airtel-case-over-M-Pesa-under-review-by-competition-board/-/539550/2369962/-/item/0/-/pj45q6z/-/index.html
http://www.humanipo.com/news/46322/airtel-wins-case-against-safaricom-to-open-up-m-pesa/
http://www.businessdailyafrica.com/Corporate-News/Airtel-Challenges-Safaricom-Supremacy-in-Money-Transfer-Industry/-/539550/2336696/-/12nqmmwz/-/index.html
http://www.businessdailyafrica.com/New-York-based-agency-lauds-Kenya-s-mobile-money-growth/-/1248928/2448292/-/8w41dgz/-/index.html
http://www.mobileworldlive.com/kenya-shakes-mobile-money-licensing-three-mvnos
http://www.safaricom.co.ke/
http://www.newzimbabwe.com/business-16776-%20Commission+probes+Econet+over+EcoCash/business.aspx
http://www.competition.org.za/review/
http://www.potraz.gov.zw/
http://www.technologybanker.com/regulations-compliance/competitive-and-regulatory-implications-of-mobile-banking-in-developing-markets#.U5iiz_mSwc-

