FACT SHEET: Digital Finance in Eastern Africa

A brief summary of the main topics on the importance and impact of digital technologies for
financial inclusion in Eastern Africa

ABOUT

D EFI N ITI O NS German Sparkassenstiftung for international Cooperation (DSIK) operates in the micro-
finance sector to strengthen financial inclusion for poor and marginalised populations
worldwide. DSIK Eastern Africa implements projects in Burundi, Kenya, Rwanda,
B | DIGITISATION o Tanzania and Uganda. Digitalisation as a global trend has a growing impact on
Conversion of analogue to digital the economy and the financial sector as well as on transformation of the
—— data . . : Py .. .
continent. It has driven financial inclusion in Africa to an unparalleled
degree. Therefore, DSIK EA has published a working paper on the
impact of digital technologies on financial inclusion, in which
00— D'G'TAL'SAT'ON recent studies and statistics on digital finance are sum-
Adaption of processes to work . . .
b e - marised. This fact sheet summarises the most
O<O with digital information . L. .
important findings of the working paper.

DIGITAL TRANSFORMATION in the working paper. Page references: p.3 iin
Creation of businesses :

through digitalisation

the fact sheet point to the corresponding
passages in the working paper.
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D I G ITAL TRE N DS E-LEARNING: Digital learning formats reach broader parts of the population,
including individuals in remote areas. However, there are still many hurdles to

overcome, due to the low level of digital inclusion in these areas.

ARTIFICIAL INTELLIGENCE: Al can im- MOBILE MARKET: Many digital innovations arise from the mobile market;
prove services for illiterates and other other hardware devices (e.g. laptops) are less common. One of the
marginalised groups (e.g. voice banking). biggest success stories is the concept of mobile money.
BIG DATA: The availability of data is still limited INTERNET ACCESS: Infrastructure still expands, but 77% of the
in Africa, potentials are large for several sectors African population are already covered. However, low-tech

solutions like USSD are still leading, as data bundles and

including microfinance.
smartphones are unaffordable for the majority.

BLOCKCHAIN: Beside crypto currencies, distributed SECURITY: The increasing digitalisation in the financial
ledgers offer the possibilities for smart contracts, e- sector through mobile money in Africa has led to @
Identity and e-Signature. anincreased focus on IT security.

CLOUD COMPUTING / SHARED IT-SERVICES: Both concepts allow e
microfinance institutions to focus on their core business and still 5 German Sparkassenstiftung

participate in the digital transformation. EAS
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CHALLENGES FOR DIGITAL INCLUSION Reach wider target group

The biggest challenge for digital inclusion is AFFORDABILITY for
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dividuals, followed by a low e-Literacy level (ABILITY), which
sult in lower demand (APPETITE). AVAILABILITY has improved

the market.

Appetite

Affordability

Expand products/services

Increase transparency and security

BENEFITS OF DIGITALISATION @

Experience advantages of data analysis @

Improve efficiency and automation

Achieve cost benefits

SUSTAINABILITY

DIGITALDIVIDE & READINES

DIGITAL DIVIDE: Also called digital gap; the term describes the

inequalities of technological adaption. The digital divide is
particularly large in Africa, affecting especially vulnerable and
marginalized individuals and groups.

DIGITAL READINESS: The term is used to describe the preparedness

or maturity of organisations and individuals to adapt and use

solutions. It can be understood as a loose framework by which

organisations and institutions develop their own concept and
perspectives on digital readiness. Generally,

digital readiness is assumed to include \D\
digital skills, which are necessary to use

digital solutions; and trust in digital

solutions, which refers to trustworthiness

in handling information or data. gurundi | 1.48
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ICT DEVELOPMENT INDEX

According to the UNITU ICT Develop-
ment Index (IDI), scaled 1-10, the digital
readiness of the population in DSIK’s
project countries in Eastern Africa in
2017 was limited, compared to Germany

as an example for a country with high IDI
score.

Tanzania

yganda

ECONOMICAL SUSTAINABILITY: Sustainable, goal-oriented and need-based
investments, as well as a scalable IT landscape are key to triggering future
growth while avoiding over-investments and consider future growth and
use cases.

SOCIAL SUSTAINABILITY: The digital transformation in Africa contributes
directly and indirectly to social aspects such as quality education,
sustainable and future-oriented economic concepts, empowerment of
minorities, gender equality, as well as a strong political and legal systems.

ECOLOGICAL SUSTAINABILITY: The Global Waste Monitor (2020) states that
53.6 Mio. tonnes of electric waste were generated worldwide in 2019, an
increase of 21% in the last 5 years. Only 17.4% of the waste was recycled.
Below: Figure per capital and continent.
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Uganda** 53% 4% 43%
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are mobile internet subscribers E
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PHONE PENETRATION
IN EASTERN AFRICA

Source: * Pew Research Center (2018) Internet Connectivity Seen as Having Positive

\\ Impact on Life in Sub-Saharan Africa
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Financial inclusion in terms of gender (men/women), income

(high/low), education (high/low) and age (18-29y. / 30-49y. / +50y.).
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WHAT IS INTERNET USED
FOR IN AFRICA?*
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