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Mobile Money or M-banking refers to payment services operated under financial regulation and performed from or 
via a mobile device, for examplea mobile phone is used for payment of utility bills instead of cash, cheques, credit 
or debit cards. For such a system to be adopted efficiently the internet is the most vital and the most fundamental 
enabler. At this time an estimated 3.77 billion internet users worldwide conduct various business including financial 
transactions. About 4.92 billion global mobile users usecell phones, contributing directly to the digital economic 
system. More than half of the world's population (7.6 billion as on May 2018) uses the internet. Not to be left behind 
Pakistan has joined the internet boom and has over 30 million broadband and 27 million mobile data users. 
 
Branchless banking has progressed by leaps and bounds. This term refers to the delivery of financial services outside 
conventional bank branches, often using agents and relying on information and communications technologies to 
transmit transaction details - typically card-reading point-of-sale (POS) terminals or mobile phones. It reduces the 
cost of delivery and increases convenience for customers. Regulation for this was first introduced in Pakistan in 
April 2008 with the State Bank of Pakistan (SBP) taking a very constructive regulatory approach by providing clear 
guidance and willing to interact with businesses and adjust regulation. 
 
In 2013, the Financial Action Task Force (FATF), the inter-governmental body developing and promoting policies 
to combat money-laundering and terrorist financing, issued its guidance document relating to prepaid cards, mobile 
payments and internet based payment services. The guidance laid out a risk-based approach: it creates regulations 
that are commensurate with the risks posed for money-laundering and terrorist financing. The guidance affects 
almost all the major international mobile money markets where these types of risks are real. There risks become 
more significant as mobile money grows as is the case of Pakistan. 
 
Mobile operators/Telcos have to rely on 'agents' for providing mobile financial services, they are the first point of 
contact with consumers, thishas its own risks. While agents chosen by Telcos almost always do not have any 
professional training, nor are they imparted training, there is also no regulation/standards on them including their 
selection or management. Most telcos have no option but to use the same agents with whom contracts for providing 
mobile top-up and subscriber services are set up. The popularity of over-the-counter transactions (OTC) allows 
agent to be in a position of strength compared to other branchless banking stakeholders. An agent is able to control 
which provider a customer uses. A review is necessary by the regulator to ensure more stringent standards including 
holding the telcos accountable for provision of adequate oversight to SBP to observe a minimum set of requirements 
to select an agent, provide a clear identification with customer hotline numbers in place, maintenance of customer 
confidentiality by having effective data and privacy control standards/mechanisms and lastly, ensure that consumers 
are provided with accurate and full disclosure of all product services, features and rates at all agent locations. 
Another factor is the size of Telcos' agent network, no serious thought is given despite this affecting the quality of 
service provided. Unfortunately, the huge network of agents operates with practically no intervention from SBP or 
only limited involvement of Pakistan Telecommunication Authority (PTA). There is a grey area which the SBP does 
not regulate and the PTA is toothless to take on the Telcos. 
 
In May 2016, PTA and SBP signed a Memorandum of Understanding (MoU) on Regulatory Framework for Mobile 
Banking Interoperability in order to frame regulations for m-banking. The authorized financial institutions (AFIs) 
would be held responsible for financial losses and other fraudulent activities in m-banking. Consider the practice 
that is currently in vogue by some of the mobile operators/Telcos offering m-money services. Pakistan is unique in 
the way that our mobile operators/Telcos are not only component suppliers but are also direct competitors to banks 
offering mobile financial services. According to SBP regulations the daily transaction limit is Rs 25,000 for one sim 
card, the monthly limit is Rs 40,000 while the yearly limit is Rs 200,000. These standards are daily flouted by 
unscrupulous operators offering these services. Acting against SBP rules, some operators have started transferring 
Rs 1.25 lakhs per day, ostensibly on authority granted by PTA. Oversight of all payment systems made through the 
banking system is an essential function of central banks the world over aimed at ensuring smooth functioning of 
payment and settlement system and contribute to financial stability. When SBP said that it would use Switches to 



verify and ensure compliance of statutory regulations, the operators refused to cooperate, giving only lip-service to 
the SBP requirements and using delaying tactics. It would appear that that there is no one to stop these operators. In 
branchless banking a walk-in customer can make a remittance to another walk-in client who may be hundreds of 
kilometres away, in a different legal jurisdiction (province/territory). Although the limits allowed for such 
remittances is restrictive for now, Know Your Customer (KYC)/Anti Money Laundering (AML) considerations will 
always be cause for concern in such a scenario. The manner in which some of our players are operating, there is 
every chance that by overstepping the SBP limits, they are indulging in money-laundering. It would be extremely 
interesting for SBP to ask its M-banking licence holders whether any of them was indicted or even suspected of 
money-laundering (or possible terror financing) while making financial transactions in any other country. While the 
SBP has already put a cap on the amount of a single financial transaction that has to be reported as a currency 
transaction report to the financial monitoring unit to curb possible terrorist financing, it is time that more stringent 
measures were put in place as a deterrence to stop financial wrongdoing or we will remain afoul of FATF. 
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