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| Abstract

The introduction of agent ban
he urban and rural areas. This Swas as a result of the newness of agent banking
those areas fo ciil down on transaction

lling 10-traditional bank branches and wastage of time on queuing for services. The objective of .
programs in Nigeria. The

agent banking services client both in t

this study is among other things to investigate the challenges and prospécts of agent hanking
study. utilized descriptive : '

identified from the research area. Data were elicited from Distributors of Mobile Network Products, Pharmacy Shops,
Petrol Stations and Grocery stores. The analyses of data were done using simple tables of freqiency and percentages. The
research reveals that accessing financial services ensures that aniindividual can uccess credit for personal development. In
addition to reaching the unbanked masses, the agent banking are also increasing emplaymernt opporiunities across the

country. However, lack of mobile network services and float, lack of capital, issues of insecurity and frar of robbery are
some of the identified factors hindering the smooth take off of agent banking in Nigeria despite mounting Sinancial fiteracy.
and training of bank clients. The research recommended the introduction of massive awareness program to publicize the

purpose and benefits of agent banking in Nigeria.

Key words: Agent Banking, Financial transaction, Unbanked and Banked Population.
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Introduction ; ,

The bank occupies an important position in the financial system of any nation’s economy. It provides the

medium of transaction between ' the owners an
through which financial fransactions pass.
have been seen as a key to investment
and e-banking sector with new policies and regulations thi
for the existing and new customer segments in urban and rural commu
er players in the financial sector arc continually expanding
1 ways of cnabling their -

They play vital intermediary role in a markct oriented cconomy and
and gmwt]i. Nigeria 15 cxpeﬁcncing phenomenal growth imn.its bariking

agency - banking services
(Okoegwale, 2012). The financial institutions and oth
the products and services they offer while constantly searching for new, casy and secu

| customers to access and operate the various product and services they offer. o

€| . =)

" S.IN'EF’._N'wankwo, PhD*"_& Bertram O. Agu, Ph.D? _ ' : .

survey research method so as 10 elicit a broad range of information from various sources

| ESUT Journal of Aci_t':pu'ntancy,' \\/ oy Department of Accountancy

king in Nigeria has not been well appr'eddred by the target beneficiaries who inelude arn_oﬁg'- :

{ others the micro and small enterprises in the rural area of Nigeria. It has been witnessed that there are low penetration of -

d users of funds. More generally banks acts as ‘conduit pipe’

at is driving cashlite/cash-less, branchless banking and .
nities'
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# An agency ba;ﬂc is a compaﬁy»’organiiation'thal?”’acté n’ sa'mejfic_ap city. on’ behalf of another bank. Tt Gaf}_ljgt-':?"

accept’ deposit or extend Toans in it own name. It acts as an ‘agent of the parent_bank. It is a-l_rstaﬂ- qj].):ﬂ"ét P

contracted by a financial institution or a mobile network operator to 'prd’c"gé:é’s _clicnts’ 1-15aris_gct§bﬁ's._' Rather than'a -
branch teller, it 1s the owner oOr an employee of the retail o'utlét Whob’_ﬁh_&upts the transaction: éhd lets 'c1i_er'_its--'-l
deposit, withdraw, and transfer funds, pay their bills, inquire about an account balance, or receive. gwerhﬁlﬁ;ﬁt
benefits, or & direct deposit from their employer (Vursengwd and Ngugi,fZOf_S)' i T e

In February 2013, the Central Bank of Nigeria (CBN) released the guidelines for the regulation of'Agént_

Banking and Agent Banking R_elatioushi]js in Nigeria to-dcepen'ﬁnan_cia'l_.i'nclusion‘ ':fhg primafy target is the L

* seginent of the population currently not using'ﬁnancial-sewicés predoﬁiinahﬂy semi-urban/rural 'dwelléfsufiﬂd' '
existing customers in remote areas who alfcady_us'e banking services. New financial products could potg:ntizfllj _
drive the acquisition of new customers and inci'_é:xsé usage _]:_!.y existing customers using agents as _a‘_' viable
channel for the provision of financial products/ services especially for the unbanked. : i

Microfinance institutions (MFIS) and banks today can take their financial services to the hard o reach and |
geographically dispersed area and tap this segment of cliental through agent banking. According to the Oxford
" Policy Management (2010) in Atandi (2013:2), the agents make use of mobile phone technology and int_'c_fﬁ'e__t
banking technology to connect th'e'se'rv.er of thie pfiﬂcipa’l institution to carry out customer TIﬁnSE;I.CﬁIbnS_.T_]:‘liS :
~model provides significant .oppanunity to reduce tra.nsa.cﬁon cost such as travelling by clients to seek services in
established branches. 'W]_Jeﬁ micro and small enterprises uses. technology to access financial products and
services from bank branches it confers on the user of the service, cmwenience,'reliability-zmd affordability. The -
usage of technology will make more péopic to be .int'::luded in active financial S};stems without - any

discrimination.

'1:.1'.":Statc'ment of Problem LoE ., . . .
Nige‘tia has in the last five years made great strides in improving access to financial services throughout the,
country. A survey conducted in Nigeria in 2008 by a development finance organization;'ihe_Enhanciﬂg Eliﬁa_u{:_ial

'Innovation and Access revealed that about 53.0% of adults were excluded from financial services. The global

pursuit of financial inclusion as a vehicle for economic development had a positive effect on Nigeria as the

‘exclusion rate reduced from 53.0% in 2008 to 46.3% in 2010. The financially included adults in Nigcr‘ia_-:darc L

- expected to reduce the percentage from 46.3% in 2010 to 39.7% in 2012 and 20% by the year 2020 (Eluha'i.we,
2010:8, Berger, 2012:5). ' w gDy

~ However, despite this 108y picLure,'.‘a'l'ot_ still need to be done to bring in more Nigerians under fmaﬁcial
. inélusion in line with vision 20:2020. The Nigerian government cconomic blueprint hopes to propel Nigeri_ans '
into 20 most economic viable countrics by the year 2020, Ini Nigeria, high proportion of population 'is-ex:_:lui_dcd
from access to financial sector with the situation being gra\}é in the rural areas. T hig contrary to Millennium
Development Goal and Vision 2020 whose d_bjec't'ive: is to enhance efficiency in the delivery of credit and other

financial services and improve access to financial services for a much larger number of Nigerian households.

(Berger, 2012:6).

The problem which this study addressed was to determine the cf._‘fectivcuesé of security on agent baﬂkmg, the.
offects of unavailability of capital on the adoption of agent banking, the cffects of mobile phone network
problem on services delivery of agent banking in Nigeria. :

[144]
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f N1ge11a The specific oh]ecllvcs of the study are:
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1. 2 Objectives of Study ) . : iy
The broad objective of the study is to appraise challenges and prospcct‘i of the adoption of agent bankmg in

i

i'.' 'To determine the cffectiveness of security on agent banking S
To ascertain the effects of ~unavailability of startup capital on the adoption ofﬂgenl bankjng B
. To determine how mub]lc phone network problem affects agent banking in Nigeria

v Tn proffer solutions to 1denufed challen;:,% in lhe 1mp1¢3mentat10n of agent banking in Nigeria.

Réécarch Questions: The foll'owing questions will guide the study:
. To what extent has agent banking been affected banking security?
‘What are the effects of unavailability of startup capital on the adoption of agent banking?
iii. How does mobile phone network problem affects agent banking in Nigeria?
iv. What are the solutions to identified challenges in the implementation of agent banking in Nigeria?

Review of Related Literature.

2.0 (“nnceptual Literature

2 1 Agent Banking Defined

" According to Ogah, Okwe and Adeoye (2015) agent’ banking in the dehvcry of financial services: outside

conventional bank bnmches often using non-bank retail agents-and relying on tccl‘moiogy such as card readers,

point —of-sale (POS) termirials or Mobile phones for real time transaction proccssing. According to CBN

(2013 1), which released the guidchncq the novel banklng system is aimed at enhancing financial inclusion, as .
. banking agents are cxpected to act as delivery channels and to offer banking services in a cost cffective manncr

EFInA (2013:4), defined ageut banking as a pmlal outlet contracted by a licenscd deposit takmg financial

1I]‘4'E1’EU.JOH or mobile moncy operatm to provide a range of financial services to customers.

Agcnt banking is the prowsmn of financial services to customers by a third party (agent) on behalf of &' hcenscd
deposit taking financial institution and or mobile money operator (principal).(CBN, 2013:5). Under the CBN
guidelines, any financial institution that intends to ‘engage in agent banking will have to apply for approval,
statmgr the extent of agent banking activities and responsibilities of the relevant parties. Agent bankmg
“arrangement demands that a financial institution may engage super agents, that is, the agent network that will

establish collection outlets of franchise within its wide network of outlets to be under its supcrvision and control.
The bank can also engage sole agent, meaning the agent wha does not delegate power to other agents, ‘but
assumes the agent banking rchhomlnp by itself. Tt can also engage a sub-agent, which is the network of agents
| ¢ to: be Lmdc:r the dlrect con‘ﬂol of supper agent as may be prowdcd in the agent bankm” contract (CBN, 2013. 2)

2.2 Who is an Agent?
Okoegwale (2012:2), says ‘that potential agents are either tcgmtered entities or non-registered with on gomg

primary business with mtcntmns to provide mobile money as an add-on-service in addition to existing primary
business to enable them mauage liquidity, reduce rebalancing trips to the nearest biuk branch, manage cash at
hand and reduce cost in the early days of low value adoption of mobile financial services. The scheme operator
partner decides the type of services it wants the baukmg correspondent to offer to thiz public in accordance with
its strategic plan. The agent will meet the following benc hmarks--Ubiquity: availuble in prime Jocations and
€asy access, tnmtv»orthmes'; trust in non repudiation of the service, low-cost: low cost set-up structures w1th

(145]




Esut Journal of Accountancy, Vol. 6, No 1, June, 2015 : S:N.P. Nwankwo, & Bertram O. Agu

minimal barrier to entry, liquidity: cash in/cash 'out'.fequifemcnts“that are within the affordability range for tlilé:..

@rpgeted store owners. -, B ST i T R e 3 G
Bill 'p'ayments,..utilitjes‘ paymert, domestic mon’i:ry_ transfer, merchant ‘services, low value cllc'}'ib;'its-} and -
withdrawals are some of the basic services available at the agent outlets. Agents are weakest link the mobile-

motey €cosystem since the scheme pyovider:_ may not be able to ensure certainty at all times at outlets and also. " [

ensure guaranteed minimum service levels at outlets. These agents whom arc service providers or shop owners

are also faced with potential frauds which could be by omission ot'comh’lisi;idn (Okoegwale 2012:2)

2.3 Role of Agent Banking | ol ;s B Ly e - R N
Agent banking provides banking services to customers on behalf of licensed, prudentiaﬂy'-rcgu_lated_fin_anciai
institutions, <uch as-a bank or other deposit-taking fi nancial institution. (Alawiye, 2013:10): :

Experts say that services provided by bank agents couid be divided into four categories namely;
= Transmitting information (_pfovi'di.ng"cus’tqmers with account information and 1'cce_iiring account and loan

applications). L . . By
= Processing information. ' ' w ¥ i
»  Cash handling : o o

= And electronic fund-transfer.
The Chief Executive Officer, Sotice investment Company Limited, Mr. ‘Adedayo Toluwase (2013), says that
agent banks are capable of: providing financial services to the country’s widely dispersed population -at
affordable prices. He adds that agent banking systems are cheaper to operate than branches. In some ‘countries, it

§is promoted to decongest existing customers from crowded branches, to improve the access to financial services

4

‘among the most vulnerable sections of the society.

‘Subject to what is permitted under applicable regulations according to Alawiye (2013), a bank may choose fiom
among a variety of arrangements for managing agents including the involx%rnent of Agent Network Manég'ers.
Most commonly used ANMs include- a specialized third party operators 10 whom the bank outsources the agent
‘management functions, a third party that signs an agency agreement with the bank and sub-contracts with other
legal entities or individuals, each of whom functions as an agent or a large retailer in.pursuant to its agdndy
agreement with the bank, manages its outlets as agents of the bank (4lawiye, 2013). | W

On the transaction process, Toluwase states that just like traditional brick and mortar branches there would not
'be any difference in customers ‘accessing their account with the use of agency banking. He adtls,.."'For the -agent,'
besides signing a contract with the financial institution it will be working for, the banking agent also has to open
an account at the same time. The agent will also have to deposit a certain amount of cash into the accolunt-w'hiéh
will serve as the agent’s ‘working capital’. The financial institution could extend credit ling to the agent as thé
agent’s working capital”. , ! ' : o

2.4 Reasons for Agent .ban_lcing' o . 5 o : , o
Agency banking has enabled bank customers to access the basic banking services, for example, cash _dap'osi't,
cash withdrawal and bank balance induiry conveniently or what would be termed as within the comfort of their

neighbourhood. The convenience of access 1o banking services and:the extended hours that the agencies work

[146] -
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as been the most attractive features to the customer (as most agencies work between 8am up to 8pm). The rural

3 population especially has heartily welcomed this idea since they have had to sometimes go through Vexing

?e'xpe_riences to access banj(ing_ senfices due to the poor road infrastricture and costs.(Banker, 2011).

2.5 Benefits of Agent B'mkmg ' :

An ag{_n{ is an entity that is engaged by a financial institution to provide spec1[’1c financial scrwccs on its behalf-

using the agent premises. This is a huge business opportunity for local businesses to become bank agents and is
similar to operating a human ATM or mini bank branch. The chief Executives officers, one Network, Mr. Sho]a

Bickersteth (2013), says this business opportunity is available to only legitimate businesses with going concerns, -

of at least 12 months before they apply to become a bank agent.

According to Alawiye (2013), Schools, churchcq mosques and similaf™hot- for-profit organizations carmot apply
" to become agent bank. Businesses that arc classified as not credit worthy cannot also apply. Their tax and

business records must be up to date and they must have.a physical business location that is safe and easily
accessible by members of the public. Business owners with criminal records in matters rclating to finance, fraud

honest or integrity are also not qualified to operates as an agent bank.

he penmq«nble business activities that can be carried out at an agent bank location, according to Bickersteth m"'_
Alawiyi (2013), include cash deposit and withdrawal, bills payment (utilities, taxes, tencment rates, subscription -
ete), payment of salaries, funds transfer services (local money value transfer), balance enquiry, generation and.
issuance of mini statement, collection and submission of account opening, cash disburscment and cash ;-
repayment.of loan, Cash payment of retirement benefits, Cheque book request and collestion, colléction (Jfbank-

m'ulfcorrer(mdence for customers and any other activity as 111(: CBN may from time to fime prescribe.

? He also says that agents will benefit from increased sales from additional foot-traffic, 1c,)utat1m1 frnm afﬁhatlon"
e,

with well-known financial institution as well as additional revenue from commissions and incentives.

benefits to financial institutions. include- huge savings on cost of construction of bank premises, savings on
equ1pnjcnt like furniture and computers, increased customer base and market share, increased. coverage with .
- low- cos.t solution .in areas with potentially less number and volume of transactions,” increased revenue from
additional investment, interest and fee income, and improved indirect branch productivity- by reducmg_

con ges tion.

Hlvhllghtmg the opportunities avallable in mobile money, Bickersteth in Alawiye (2013) says, it will a150 help .
in creating employment opportunities, enhance national economic growth, and engender efficiency in monetary
policy management and the payment system. Other benefits are safe and convenient method for urban warker to

send money to families in rural areas and faster, convenient and safe way of being paid among others.

It is not

only the customers who have benefited from Agency Banking. Banks too have benefited a great dl::'tl ata timc § _

wlen most banks are working towards cost management.
Banker (2011), listed the following as the benefits of agency b'mkmg to the Banks;

© Agency premises.
Human Resource expenses have reduced. The banks, do not have to empioy now staff to manage-the

“agency and the cost of training if any is to the bare minimum.
e Savings on equipment like furniture and computers.

[147]
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- oversight over agent banking services. |
. The financial institution shall ensure effectlve mana, gemcnt ovc:ls:ght which %halI encompass the review
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2.6 Mimmum requ:remeﬂts of agent bankmg contract

I

1il.

iv.

Vi,
Vil.

viii.

Every agent banking contract shall contain reference to the f' nancmi institutions full liability with respcct to

customers, and it shall specify the obligation of both financial institution and the agent. :
‘The principal is allowed to use a third party (e.g."a network m'magm to manager) 10 manage its agent _

network. However, all agents sign ups must be approved by. the principal. S

Financial institutions shall itemize all qclmtm 1hat the agent shaIl be conducting on behalf or 11m1tat10us on-
any such activities. : s
These may include:

a. Account opening, depomtq and thhdrawa]q

b. Fund transfer services

¢. Bills payments

_Fees and all charges in reSpect of the agent banking shall be explicitly stated i in the contract

Responsibility for payment of expenses (directly or mdlrcctly) rclatmg to the actmlles of the agency shall-
also be explicitly stated.

‘Responsibility for pr0v1510n of infrastructure and procurement of third party service providers moludmg :

undertaking for service provisior shall be explicitly stated
All agent banking contracts shall have a dispute resolution clause.

Agents shall not be permitted to charge any fees directly to customers, and details of rcmuneratlon for the_

agerit shall be specifi ed,in the contract between the agent and the principal.
Measures to mitigate risks at15001ated with agent banking services to include; limits on customer t‘ransactlon

: cash managcment cash ‘accurtty, secunl‘y of agcnt premises arid insurance policies.

2.7 Kstablishment of Agent Banking Relationship

f:a.
b.

G

T'inancial institutions shall required to carry out its respective due diligence on pmspf:ctwc agent
.The CBN shall presctibe the extent of such agent banking relationships and qcope of activities.

" All financial institutions shall have due diligence policies and guldchnc that define initial agent cngagcment,
regular monitoring and supervlqory checks, trigger points and corrective measures. :

' Financial institution shall also t.pemfy the permissiblé activities agent may undertake w1tlun cach agcnt

ik category -

."..l“maumal institutions define minimum 'itandards for selection and approval procedure for each agent'

E category

Any financial institution that wishes to vary the terms of its earller agrcemcnt as approved by the CBN shal[’

be wqmrcd to submit a. new apphcatlon (CBN 2013)

2.8 ‘\lanagement of Agent Bankmg Busmess

The financial institution shall dcvc]op and 1mplcment an agent bankmg strategy and establish an effcctwe ¥

“and approval of key aspects of its sccmlty control programs, processes, pohcles and infrastructure.

~‘There shall be comprehemwe proccssfframework fm rnanagmg risks assocntcd with reliance on third

- parties.

* staffing of the audit department with personnel possesses the 1i ght skllls

" Th' financial institution sha]l ensure thc expaﬂsmn of thc scope of the bank’s internal audit functlon to o

address the increased complexity and risks mhcrent in ‘agent banking activities. and ensure appropr:atc

[148]




it Journal of Accountancy, Vol. 6, No 1, June, 2015 S.N.P. Nwankwo, & Bertram 0. Agu

5 The financial shall take steps to update and modify, where necessary, its existing risk managcment policies
. and practices to cover current or planned agent banking services. ' 2
6. The financial institution shall take steps to ensure the integration of agent banking applications with the

main blzmkjng- systems 50 as to achieve an integrated risk management approach for all banking activities = ' -
"7 The financial institution shall train agents to enable ‘them adequately perform operations and. provide the

services agreed upon, including training relating to the proper identification of customer, customer service,
and confidentiality of information, record keeping and financial ¢ducation. '

2.9 Challenges Facing Agcnf Banking . _
Evaluating the risk: According to Okoegwale (2012) technology and application compromises could pfesent'a-
significant risk for agents if they are not well educated and trained on some processes like PIN management, due,
diligence or record keeping. Mobile money and agent banking are services unlike airtime vending which 18- a
. product. Liquidity risks which will be significant as Agent Network grow slowly and confidence level improves
over time. If mobile money recipient cannot consistently cash out at agent outlet at theit own locality, the more
they are the weary and discouraged to use the mobile channel. Providing multiple cash out points like ATM,
cards, transfer to account, token generation and other innovation will address this challenge :

Security: Potential agents during training or sign up activities are always skeptical about physical and logical
security as a mobile payment agent. Incidences of robbery and mugging of agents arc still unheard in Nigeriéf_
but agents are already reporting systematic attempts to defraud t'hmugh fake transacticn message 'notiﬁcationsl,"
subscriber enrollment via stolen ID, upauthorized PIN reset cclmductcd at agent outlets.

Fake Currencies: Fraudsters are quickly building their game plan and strategies to'engage the agents. Agents
are primarily store owners, mom and pop stores, convenience outlets and some other organized retail outlets.
However, some unemployed youths and semi skilled workers are signing up to become agents in Nigeria
without the required understanding of cash management and handling prior to their cngagement as agents. By

omission of commission, incidences having some fake notes are on the rise in semi urban arcas.

A:gent Sustainability: If agents are not earning revenues in the early days of low volume due to Iow'adoption,'m-_
they tend to abandon the agency outlet and focus on other activities. The challenge of agency sustainability in
Nigeria is still unfolding and most that are faced with the sustainability issues arc agents that do not presently.
have primary business and mosy probably hired new office spaces and mobile money is the only service that is
| provided at such outlg:ts instead of providing mobile money as one of the services alongside the primary -
business. \ ]

Compensating Lcnsse:-‘.:ti There are three parties to the mobile transaction though not in all cases, the scheme
provider, agent and the dustomer. Ageﬁ:[s are supposed to be covered by the provider’s insurance nlan covering
cash in transit, fraud, ﬁre‘\and robbery with coverage up to N100, 000 as contained in the regulatory frar_m:work_

but it is still unclear how\customers can recover losses in extreme casc of business closure especially if the:

s¢heme provider is a non-p 1dentially managed entity.

Few scenarios where agcnts\had made claims for loss (which cannot be independently confirmed) experiences:

has shown that agents are usually left to recover losses without adequate support from th scheme provider.:
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Huge cost agcm mfraf.tructure There are huge cost of agem building especially in the rural areas,
'managcmcnt othmdtty at agent sloca’uon, unavmlablhty and h1gh cost ofTeicom infrastructure. AR,

Wrong Perccptmm Another security. mk is the szgu.lded DBTCSpthI‘lS hat bccommg a bank agent are llkely i _ '
to generate in their environment cspeually amongs; the disadvantaged/less pr1v11cged (Okoevwwie, 012) §

2.10 C lmllenges of Agency Ban kmg for Banks » ¥
There are of course challenges that the banks need to addrcsq to avoid losmg ‘ciistomers and inaintaining the’

Banker-Customer relationship. The customer is still the respons1b1hty of the Banks and t_he same has not been
delegated to the Agency Some of the challcnges that need to be addressed are: = ' . R

Conﬁdentmhty— Every year Bankq ensurc that  their stai‘f membcrs .sign scr ecy forms and mamtam &
confidentiality for all cuetomsr mformatmn Th1s should Dbe looked at 'as thesc 1genoy ‘employees are not are not

bank employees.

Secul ity- Most of these agencws is in areas that are what would be c0n51dered as ‘high risk’. The Bank 11'eed_-. to
audlt the security measure being taken by the agencles to ensure the customer ¢an transact in confidentiality
. without havmg 1o look behind their backs. : S '

Customel service to the bank customer- Serv;ce'I a huge challenge for the banks as they._ncedtn train and '_retfain '
the Agents 50 as to maintain hlgh levels of customer service. : i
Issue of framl— The agency staff will be a target by fraudsters as they are aware that they will not be ablﬁ to
easily indentify fraudulent transactions for example idcntlﬂcatlon of documments for ongmamy or if ’rhcy are

fake.

" The bank must address the challenges that are posed by having agcncy ban](mg while at the same time’ tak_mg -
+ advantage of all the benefits of having this charmel of banking. Agency Banking ‘may eventually lead to

financial inclusion in the countries where it has been adopted (Bankcr 2011: 2)

Methodology

3.1 Sources of Data -
anary data were collected mamly through descriptive survey study which mvolvm thc use Df quaqhonnauc .

designed to capture data on demographic information’s and the key research obj eutwcs such as the effectiveness

. of security on sustamablhty of agent banking, ascertaining the effects of unavailability of startup capital on the .
“adoption of agent bankmg in Nigeria and to determine how mobﬂe phone network. problem affects agem
banl(mg -

3. 2 Area of study, populahnn of the study, s ample size and data analys;ls ;

The area of study covers some selected agent bank outlets such as Distributors of Mobﬂe Network Operator 8.
Products, Pharmacy shops, Petrol Stations and Grocery Stores in Enugu metropolis. The population of the study i
was 100. The sample size was obtained using convemcnt sampling technique with 25 rcspondents :[,‘rom

distributors of mobile network operator’s products, 25 respondents from Pharmacy shops, 30 1esp0ndents from-
nts from Petrol stations with supermarkets of some selected part of Enugu’

Grocery stores, and 20 responde
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11'1mely ‘Abakpa Nike, Coal Camp, New Haven and Ogui Ncw layout Out of 100 qumtlonnalrcs adrmmstcred

80 responded given a response rate of 80%. The analysis of data was done using qnﬂplc distribution tables of

frequency and percentages. -

4 Data Presentation and Analysis

To determine demographic information:
The. dCII]O}:l aphm mfmmatlon of this study will be limited to sex and levcl of education.

' Tal)ie 4.1 Distribution of sex:across the Agents

Frequenc Percentage

' Source"Field .Suw.éy, 2016 p

Table 4. 1 above analyzed the gender of respondcnts of the Agency outlets in Enugu Metropoli'; 50 or 62. 5%
respondents were found out to be males while 30 or 37.5% were female. It was evident that more males hava
ventured into the ‘agency business than female. This could be becausc males were morc economically

empowercd than the females hence their female counterparts.

Table 4.2 Dlstrlbuhnn Educatmnal Quahﬁcanon ACross lhc Agents

Opnnn Frequencx
“WASC/GCEL: 0F
OND!HND : _
.B Sc. i
Pﬂstgraduatc
slotal - y
Source: Ficld Survey, 2016

Percmlage

The analy'ns of educational level of those who responded as indicated in table 4.2 a.bové'q‘é\,;éﬁ]t—:d the following

trend: Majority of those that answered the questionnaire falls within the OND/HND level rep'rc“enting 50% of .
%). Postgraduate and WASC!GCE came

third. It was found out that those with OND/HND and BSc are the ones that have mthcd in Arcncy busmess
y ventured into the bu‘;mess of agency

banking, having acquired the reqmred knowledge to do transactions business on behalf of banks

“To cletermme the effects of msecunty on Agent Bankmg
Table 4.3 Distribution of respnmlents on the L[feLtlveness 0
Enugu State '
Option
* Very Effective
' Effective
“Not effectiy
TOTAL

f security on sustainability of agent banking in :

ency Percentages

Frequ

100%

Source: Field Survey, 2016
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Table 4.3 above shows ﬂlat the agents are: satlsfad w1th the security drrangemcnt of banks. 50 or 65, 5% out of
£ 80 reqpondems agrccd to the. ef] fectweness of the secunty arr q.rlgements within their working environment. 20 {Jr_ :
'25% agree that the security arrangement - of bElllk‘% was very effective, while 30 or 39, 5% agwt, that the se:uumy':

an‘angemcnt was not cifectwe _ : . ST ; 5 . s g

I‘able 4.4 Dletrlbutmn of respondents on whether clients of agent b:mkmg have fea rs nf msccunty

Percenta&e

] Optmn
YES
NO _
Undecided
Total
Source: Field Survey, 2016

¥ requency

‘Table 4.4 sought to find out whether clients of Agent Bankmg have fears of msecurlty 50 or 65.5% of the""
respondents who are in the majority felt that their clients were secure (.anymg on banking transactions at t11elr
agent loc:auons, while 20 or 25% of them felt that their clients were insecure to’ bank at their agent locations. The
secure nature could be attributed to the relative peace being enjoyed in Enugu State, good roads and avallablhty

of Iraﬂ" ic lights that re:duccd the chances of robbers escaping with ease from Enugu metropohs 1

To determine the effects of (:clpl["l] avallablhty on the adoptmn of Agent Bankmg
Table 4. S Distribution of rewpnndentq on the avallablllty of startup capltal for Agcncy Buqmess

Frequtn y

I’crcentage

_HQEtmn
“Bank borrowing.
# -Sale of property
'Borrowing from frlend
Total

" Source: Field Survey, 2016

Table 4.5 s0u gll'i ta find out the sources of start up capital for agency banking. 40 or 50% who are the majority
respondents indicated that they find it difficult to raise start up cﬁpital.and hence opted to borrow from friends
and. families, 25 or 31.25% of the rcspo_ndénts are able to raise their startup capital through sale of family
property such as land, while 15 or 18.75% approached bm:il_cs to get some credit to start the Agency business.

To determine how mobile phune network problem affects agent banlung
Table 4.6 Distribution of respcmdents on how mobile phnm networl{ prublem affeets agent banking

Ophun _ Perc::ntag,c '

"Reduce Business Tempo.
Business come to a halt
* Discourage agency | busin

TOTAL B S 100%

S{Jurce: Field Survey, 2016

The findings in table 4.6 above were rcvealmg Pmblems ranging from dlscouragmg agency buqmess, Busmcqs :
come to a halt and reductxon of business tempo were 1dent1ﬂed Of the 80 responses received, both ﬂgents and

s S | [152]
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the above challenges were the _méjor obstacles caused by unavailability of mobile phones -

5.1 Discussion of findings . o 2 S 1
The purpose of this study was to unveil the challenges and benefits of agent banking in Nigeria. The first

objective was to determine the extent to which insecurity affected agent banking. The /indings reveal that 500r
65.5% of the respondents were satisfied with the security arrangement within the outlets indicating that the
security arrangement were effective hence they open for business till the end of the day. Or whether the agents
and clients have fears of insecurity, 65.5% of the respondents said that their clients felt securc carrying out
banking transactions at agent locations. This was attributed to the relative peace being enjoyed in Enugu State. -
There are good roads and availability of traffic lights at every s:trategicjunction in the metropolis. This has help
to reduce the chances of robbers escaping out of the state with ease. Agency security is a major contributor to -
performance of agent banking. The second objective investigated the effect of capital unavailability on the
adoption of agency banking, it was cstablished that on the average, agents had initial startup capital of less than
N50, 000 (fifty thousand Naira) and also the research shows that the said amount was ot casy to come by.’
Therefore most of them opted to borrowing from friends and families. 25 or 31.25% of the respondents are ablé;
to raise the startup capital through sale of family animals, private properties and land. 15 or 18.75% were able to A
approach banks for credit at exorbitant rate. On the unavailability of network as a challenge to agency banking.
n Eni_;gu,metrnpolis, of the 80 responses received, both agents and clients agreed that the challenges of network
ranges from discouraging agency business, business coming to a halt and reduction in business tempo were the
major obstacles caused by unavailability of mobile phone network. B i '

51.1 Further findings are as follows;

o Agent banking increases employn'_leut opportunities in a country.

o Infrastructure cost is a major influence to the performance uf'agcnt.banking. ' % 1 s i

o Agent banking will reduce the need for new investment in infrastructures and new branches. It will also”
lower the costs for mobile transactions as the agents were chcapcf than branches. ;

o There are operational risks involved in agency banking. The use of nonemployee that is an agent to serve
bank customers introduces new operational risk tliat may stem from lack of capacity, poor training and lack

of necessary tools and systems.

¢ Agent banking as a branchless banking model will enable. banks to reach the unbanked population. :

o Q_zlher tisk agents it encounter includes fraud or theft, unziu’rhdrized fees, abusive seivices by agent customer,
or misrepresentations regérding the agents’ role as acting on behalf of a bank. .

s Loss of customer’s assets and records, data enfry errors, poor cash management resulting in an agent not
h';éwing sufficient cash on hand to enable the customer to make a withdrawal, agent failure fo resolve or
forward consumer complaint to the bank: ' ' '

o Agents themselves may be subjected to theft and third-party fraud including the use of casli-in —transactions
to pass counterfeit bills to-agents ill equipped to identify them. _ - "

s There are technological risks like utility disruptions or software or hardware failurcs which can cause lack
of services availability and information loss. ' _ ' S ;

o Legdl and compliance risks- this is where customers may sue d bank as a result of agent theft or a'ge;nts_f?'-
violation of privacy laws/bank secrecy or other misuse of confidential customer dat:i. ; :

o Agents may sue the bank for breaching of contract or for broader claims.

[153]




. Esut Journal afAccbunI‘ancy,_ Vol. 6, No 1, June, 2015 SN.P. Nwankwo, & Bertram O. Agu

® ' Reputations risks are derivative of the risks 'of under pe'l'fofrﬁanCG'by'- agents or agent fraud, robbery, agent
¢ liquidity shortfalls, loss of customer records, leakage of confidential customer data and violation “of

- consumer protection-rules regarding price disclosure.
‘e - There may also be negative media due to system failure. __ : : e
e Agency banking makes financial services cheaper for customers. It is cheaper to withdraw at an ‘agent

|y

‘location than withdrawing from an automated teller machine. ; S
* Agent banking increases the reach of the financial services to the people thus raising the levels of financial
- inclusion in Nigeria. ; ' _ prigal _ ' T TR TR
= Agent banking helps példﬁ}lé to adopt a saving culture because they cani deposit as little as #200_—-@’&&'3). :
., Apgent banking makes financial institutions to have huge sav_ingé on operational cost and mﬁdstruéture cost
e - Customers shy away because they feel that thi$ agent’s lack the necessary skills and kndwledgé .?.hd t:hcy._iéig"c

~ not comfortable with them handling thei_r.tﬁnaﬁces_.' -

LR Conclusion : 'y _. N ; i,

- Judging from the findings of this study, it was revealed that Emigu citizen needs agency banking but has some
* challenges coming mainly from fiuc';n_lationS/unayailability of mobile phone network service. Also it is not easy
to come by the necessary startup capital to engage in agency banking business. Lack of capital has made it
" impossible for most investors to venture into agenc'y._bépking unless they sell their famil Y property "éuc_h'-as )
: _ani-mals' and land. To access bank loans was not all that easy for these categories of school leavers who cngéged'__'
in agent banking business. 7 Ep = - : ' il -
Abbvc all, agency banking was relatively new in Nigeria, having come into operation in Ja‘tiﬁaxy, 2013.

5 3 Recommendations _ - 5 R
> Massive awareness prog}am should be undertaken to publicize the purpose and benefits of dgency banl{mg
- since it was relatively new in Nigeria banking sector, A ' . v L
> Pﬁblicity through radio, direct contacts, and maintaining of bill boards, fliers, social media and TV advcrts
" should be encouraged. S IR o SR A P
> . Agency banking should be marketed more as it is an area with Great growth potentials as it uses the already

. established private enterprises and saves the bank huge capital outlays of opening a branch. e b
More should be done to improve mobile network accessfbility in Nigeria
:f!"'Deposit money banks should consider a way of gutbmatically topping up agents’ float at asgist clients.
4 Research reveals that tlie. capacity of a wider population of Nigerians is conversant with all that they could
. accomplish through agent banking, : g ERE %4 .
_ \}" There should be deliberate intervention 1 ensure that the targeted persons particularly the rural rgside;ﬁts '
‘ and female are crnpowcfed with skilis,_ finance and techn ology to achieve agency banking. _
< > _'__:'Sc'cun'ty measures already in place should be sustained to retain the confiderice and improve transactions '

V .-V-_V-.-

" and financial access. T ' K _
» . Agency banking as a means to enhancing ﬁnancial inclusion ‘be highly supported and encouraged by all
» Agency banks should allow agents to be able to convert chaques into cash, deal with foreign currency .

" exchange among other services.
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