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Executive Summary

Definition and Overview

Embedded finance is the integration of financial services into non-financial offerings. In
Africa, embedded finance is enabling greater financial inclusion by bringing services like
payments, lending, and insurance to underserved populations through the platforms they
already use. This approach allows non-financial companies to offer financial products directly
within their existing customer experience, enhancing convenience and accessibility. This
white paper examines the current state and future potential of embedded finance in Africa.

Importance and Relevance in the African Context

In Africa, embedded finance is particularly transformative. With a large portion of the
population unbanked or underbanked, embedding financial services into widely used
platforms can significantly increase financial inclusion. Mobile penetration is high, and digital
services are proliferating, creating a fertile ground for embedded finance solutions to thrive.

Key findings:

e Embedded finance revenues in Africa and the Middle East are projected to surge
from $10.3 billion in 2022 to $39.4 billion by 2029.

e Sectors like retail, agriculture, and healthcare are seeing significant adoption of
embedded finance solutions to increase access to credit and digital payments.

e Challenges remain around regulation, data privacy, and integration, but the outlook
for growth is strong as more African businesses embrace embedded finance.

Spotlight on Kenya

Kenya has emerged as a leader in embedded finance in Africa, driven by a combination of
factors that have created a fertile ground for innovation and adoption.

e High mobile penetration and mobile money adoption: Kenya boasts a mobile
penetration rate of over 100%, based on mobile connections, and its mobile money
service, M-Pesa, has achieved widespread adoption with over 30 million active users.
This provides a strong foundation for embedded finance solutions to leverage
existing mobile money infrastructure and reach a large customer base.

e Supportive regulatory environment: The Central Bank of Kenya has been proactive in
fostering fintech innovation, introducing regulations that enable partnerships
between banks and fintech companies. The regulatory sandbox framework allows for
experimentation and testing of new embedded finance solutions, promoting a
conducive environment for growth.

e Thriving fintech ecosystem: Kenya has a vibrant fintech ecosystem, with numerous
startups developing innovative embedded finance solutions across various sectors.
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Companies like Pula Advisors, which offers embedded micro-insurance for farmers,
and Pezesha, which provides embedded lending for SMEs, are examples of the
dynamic fintech landscape in Kenya.

Strong partnerships between banks and fintechs: Kenyan banks have embraced
partnerships with fintech companies to expand their service offerings and reach
underserved segments of the population. For example, the collaboration between

Safaricom and NCBA Bank has led to the development of M-Shwari, a popular savings and
loan product offered through M-Pesa.

These factors have positioned Kenya as a frontrunner in embedded finance in Africa, with the
potential to serve as a model for other countries in the region. The country's success
highlights the importance of a supportive regulatory environment, a strong mobile money
infrastructure, and a collaborative approach between banks and fintechs in driving financial
inclusion and innovation.

Impact on Various Sectors

Retail and E-commerce: BNPL solutions and revenue-based financing are
transforming consumer purchasing behaviours and merchant cash flows.

Agriculture: Agri-fintech solutions are embedding credit and insurance into
agricultural inputs, aiding smallholder farmers.

Healthcare: Digital payment options and embedded health insurance are making
healthcare more accessible.
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Introduction

What is Embedded Finance?

Embedded finance involves integrating financial services directly into non-financial
platforms, enhancing customer experience by providing seamless access to financial
products within familiar environments.

Examples of Embedded Finance in Action
e Buy Now Pay Later (BNPL): Instalment loans offered at e-commerce checkouts.
e Mobile Wallets: Stored value accounts integrated into ridesharing or delivery apps.

e Parametric Microinsurance: Bundled with agricultural input purchases, providing
farmers with insurance coverage.

The African Context

Overview of the African Financial Landscape

Africa's financial landscape is characterized by a high degree of informality and limited
access to formal financial services. However, the proliferation of mobile technology and
digital platforms offers significant opportunities for financial inclusion. In Africa, embedded
finance is playing a key role in expanding access to financial services for the continent's large
unbanked and underbanked populations. By meeting customers where they already are,
embedded finance reduces friction and makes using financial products more convenient and
intuitive.

History of Embedded Finance in Africa

The roots of embedded finance in Africa can be traced back to the groundbreaking launch
of M-PESA in Kenya in 2007. Developed by Safaricom, M-PESA allowed users to send and
receive money using their mobile phones, effectively bypassing the need for traditional
banking infrastructure. This service was particularly transformative in a region where many
people lacked access to formal banking services. By 2023, M-PESA had over 50 million users
and facilitated billions of dollars in transactions annually, demonstrating the immense
demand for mobile financial solutions.

Impact on Financial Inclusion

M-PESA's success catalysed the growth of mobile money services across the continent. By
enabling users to conduct transactions, pay bills, and even access savings and loan products
directly from their mobile devices, it provided a lifeline for millions of unbanked individuals.
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Other countries followed suit, with services like Airtel Money in various African nations
and MTN Mobile Money, which expanded rapidly in West and Central Africa.

Transition to Embedded Finance

As mobile money services gained popularity, the financial landscape began to shift towards
more integrated solutions. By the early 2010s, the rise of smartphones and improved internet
connectivity allowed for the seamless integration of financial services into non-financial
platforms. This transition marked the beginning of embedded finance, where financial
products became part of everyday applications.

For example, e-commerce platforms like Jumia began integrating payment solutions directly
into their checkout processes, allowing customers to pay using mobile money or credit
options without needing to leave the platform. This not only streamlined the purchasing
process but also increased conversion rates, as customers could easily access financing
options at the point of sale.

Key Developments in Embedded Finance

1. Expansion Beyond Payments: Initially focused on payments, embedded finance has
diversified to include credit offerings, insurance, and investment products. For
instance, Kiva, a micro-lending platform, partnered with local organizations to
provide loans to entrepreneurs directly through mobile apps, allowing users to apply
for and receive loans without visiting a bank.

2. Rise of Buy Now, Pay Later (BNPL): The BNPL model has gained traction across
Africa, particularly among younger consumers. Companies like CredPal in Nigeria
and Lipa Later in Kenya have developed APIs that allow e-commerce platforms to
offer instalment payment options. For example, a customer purchasing a smartphone
on an e-commerce site can opt for a BNPL plan, making it more affordable by
spreading payments over several months, thus increasing accessibility to higher-value
goods.

3. Focus on Financial Inclusion: Embedded finance has significantly enhanced financial
inclusion, especially for underserved populations. Platforms
like Flutterwave and Paystack have enabled small businesses to accept payments
online, while also providing access to credit through partnerships with banks. This has
empowered SMEs to grow their operations and reach broader markets, contributing
to economic development.

4. Innovative Partnerships: The evolution of embedded finance has led to numerous
collaborations between fintech companies and various sectors. For instance,
healthcare providers like 54gene have begun using embedded finance solutions to
facilitate patient billing and financing options. By integrating payment solutions into
their healthcare platforms, patients can manage costs more effectively, improving
access to necessary medical services.
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Current State of Financial Inclusion

Approximately 57% of African adults lack access to formal financial services. This significant
portion of the population remains unbanked or underbanked, relying instead on informal
financial systems that are often unreliable and insecure. This gap in access to formal financial
services presents a major barrier to economic growth and personal financial stability.
Embedded finance solutions have the potential to bridge this gap by providing accessible,
convenient, and secure financial services to those who are currently underserved. By
leveraging the widespread use of mobile phones and digital technology, these solutions can
reach remote and rural areas, further promoting financial inclusion across the continent

Mobile money and digital financial services are expanding rapidly, offering fresh
opportunities for financial inclusion. These digital solutions effectively reach the significant
portion of African adults without access to formal financial services, providing secure and
convenient financial management options.
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Challenges and Opportunities Unique to Africa

Challenges

Key challenges unique to Africa are
issues surrounding fragmented
regulatory environments, data privacy
concerns, and interoperability. These
challenges hinder the seamless
integration and adoption of
embedded finance solutions across the
continent. Fragmented regulatory
environments mean that companies
must navigate a complex web of
differing rules and standards across
various countries, which can slow
down implementation and increase
operational costs. Data privacy
concerns arise from the need to
protect sensitive customer information
as financial services are integrated into
different platforms, necessitating
robust security measures.
Interoperability issues refer to the
difficulties in ensuring that different
financial systems and platforms can
work together smoothly, which can
create barriers to providing a seamless
user experience and limit the
effectiveness of embedded finance
solutions.

Opportunities

The opportunities for embedded finance
in Africa are driven by high mobile
penetration, rapid digitization, and
supportive regulatory initiatives aimed at
enhancing financial inclusion. These
opportunities create a fertile ground for
embedded finance in Africa. High mobile
penetration provides a vast user base that
can be easily reached through mobile-
based financial services. Rapid digitization
across various sectors opens up new
avenues for integrating financial products
into everyday services and platforms.
Additionally, supportive regulatory
initiatives aimed at financial inclusion help
create an enabling environment for
innovation, encouraging more companies
to develop and deploy embedded finance
solutions. One such initiative is SADC'S
Mobile Money Guidelines and efforts to
harmonize fintech regulations. In line with
this is the SADC Real-Time Gross
Settlement System, which can facilitate the
growth of cross-border embedded finance
solutions. Together, these factors drive the
expansion and adoption of embedded
finance, paving the way for greater
financial inclusion and economic
development.

Market Knowledge for Players in Undeveloped Markets

Embedded finance providers looking to enter undeveloped markets in Africa must possess a
deep understanding of the local context, including:

e Financial infrastructure: Players need to assess the state of the financial system in
each market, including the penetration of bank accounts, mobile money, and digital
payments. For example, while mobile money is widespread in East Africa, with over
50% of adults using services like M-Pesa in Kenya, adoption is lower in other regions.
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This knowledge will inform the design of embedded finance solutions that align with
the market's readiness.

e Regulatory landscape: Understanding the regulatory environment is crucial, as rules
around financial services, data protection, and fintech innovation vary significantly
across African countries. For instance, Nigeria has been progressive with initiatives
like open banking regulations, while markets like Morocco and Tunisia have more
restrictive frameworks that limit fintech growth. Players must navigate this complex
regulatory terrain to ensure compliance.

e Consumer behaviour: Insights into how target customers currently access and use
financial services are essential. This includes understanding preferred channels, trust
levels in different providers, and cultural attitudes towards money and technology. In
Nigeria, for example, 60% of retail transactions still occur in cash, requiring
embedded finance solutions to bridge the gap between offline and online commerce.

e Sectoral nuances: Market knowledge must extend to the specific sectors where
embedded finance will be deployed. For example, agriculture employs over 50% of
the African workforce, but farmers often lack access to formal financial services.
Understanding the financial lives of smallholder farmers is key to designing effective
agri-embedded finance solutions. Similarly, the healthcare sector requires a grasp of
how patients finance out-of-pocket expenses and the role of informal community-
based health insurance.

Developing this market knowledge requires significant investment in research, engagement
with local stakeholders, and on-the-ground presence. Providers cannot simply replicate
strategies from developed markets but must adapt their approach to the unique challenges
and opportunities of each African market.

Technology Empowering Embedded Finance in Africa
Embedded finance in Africa is enabled by a range of cutting-edge technologies, including:

e APIs (Application Programming Interfaces): APIs allow different software systems to
communicate and exchange data, enabling the seamless integration of financial
services into non-financial platforms. Providers like Flutterwave and Paystack offer
robust API infrastructure to support embedded finance solutions across Africa. For
example, Flutterwave's APls power Uber's payment processing across the continent.

e Mobile money: With over 500 million registered mobile money accounts in Africa,
mobile money infrastructure is a key enabler of embedded finance on the continent.
Startups like Pula Advisors in Kenya are leveraging mobile money APIs to embed
micro-insurance into the sale of agricultural inputs. Telecom-banking alliances, such
as the partnership between Safaricom and NCBA Bank in Kenya, are also using
mobile money rails to power embedded lending and savings solutions.

e Artificial Intelligence and Machine Learning: Al and ML technologies power the
personalization and risk assessment capabilities of embedded finance solutions. By
analysing user data and behaviour, these tools can offer tailored financial products,
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detect fraud, and make credit decisions in real-time. Startups like Lami in Kenya are
using Al to power embedded insurance solutions, while Aella Credit in Nigeria
leverages ML algorithms to assess creditworthiness for its embedded lending
products.

e Blockchain and Distributed Ledger Technology (DLT): Blockchain and DLT are being
explored as potential enablers of embedded finance in Africa, particularly in areas like
digital identity, secure data sharing, and cross-border payments. For example,
blockchain-based startup BanQu is partnering with Zambian Breweries to provide an
embedded payment and digital identity solution for smallholder farmers in its supply
chain.

e Cloud Computing: Cloud-based infrastructure provides the scalability, flexibility, and
cost-efficiency needed to support the growth of embedded finance in Africa.
Providers can leverage cloud platforms to rapidly develop and deploy embedded
finance solutions, while ensuring high availability and security. For instance, South
African startup Ukheshe Technologies uses AWS cloud infrastructure to power its
embedded banking and payment solutions.

The convergence of APIs, Al, blockchain, and cloud computing will unlock new possibilities
for embedded finance on the continent, driving financial inclusion and economic growth.

10
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Market Overview

Comparison with Other Regions

e North America and Europe: North America and Europe boast more mature markets
with well-established embedded finance ecosystems. These regions have seen
significant adoption and integration of financial services within non-financial
platforms, driven by advanced technological infrastructure and supportive regulatory
frameworks. As a result, consumers in these areas enjoy seamless and convenient
access to a variety of financial products embedded within their everyday experiences.
This maturity provides valuable lessons and benchmarks for emerging markets like
Africa to follow as they develop their own embedded finance ecosystems.

e Asia: Asia is experiencing rapid adoption of embedded finance, largely driven by
mobile-first economies and innovative fintech solutions. The widespread use of
smartphones and mobile internet has enabled seamless integration of financial
services into various digital platforms. Additionally, the region's dynamic fintech
landscape has led to the development of cutting-edge solutions that cater to diverse
financial needs. This rapid adoption is transforming financial accessibility and
inclusion across Asia, setting a strong example for other regions.

African Market Dynamics

Key Players and Stakeholders
e Major fintech companies:

Major fintech companies such as M-Pesa, Flutterwave, and Jumo are at the forefront
of the embedded finance revolution in Africa. M-Pesa, a pioneer in mobile money
services, has transformed financial transactions across the continent by providing
accessible and reliable payment solutions. Flutterwave is facilitating cross-border
payments and supporting merchants with innovative payment processing
technologies. Jumo, on the other hand, specializes in financial inclusion by offering
credit and savings solutions to underserved populations through mobile networks.
These companies are crucial in driving the growth and adoption of embedded
finance in Africa.

o Key sectors:

Key sectors driving the growth of embedded finance in Africa include retail,
agriculture, healthcare, and transportation. In the retail sector, embedded finance
solutions like Buy Now Pay Later (BNPL) are enhancing consumer purchasing power
and merchant sales. Agriculture is benefiting from agri-fintech innovations that

11
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provide farmers with access to credit and insurance embedded within the purchase of
agricultural inputs. The healthcare sector is integrating financial services to improve
payment options and access to health insurance, making healthcare more affordable
and accessible. In transportation, embedded finance is facilitating vehicle financing
and improving payment systems for ridesharing and delivery services, enhancing
mobility and economic opportunities across the continent.

Market Size and Growth Projections

The embedded finance market in Africa and the Middle East witnessed 45.3% annual growth
and reached a substantial $10.3 billion in 2022. This impressive growth trajectory is expected
to continue, with projections indicating the market will expand to $39.4 billion by 2029. This
growth is driven by increasing adoption of embedded financial services across various
sectors, the proliferation of mobile and digital technologies, and supportive regulatory
frameworks aimed at enhancing financial inclusion. The rapid expansion underscores the
significant potential of embedded finance to transform financial services and drive economic
development in the region. While this represents strong growth, the African embedded
finance market is still nascent compared to other regions. In 2022, Africa and the Middle East
accounted for just 3.6% of the $46.4 billion global embedded finance market.

Regulatory Landscape

Several African countries are leading the way in developing regulatory frameworks to
support the growth of embedded finance while ensuring consumer protection. Countries like
Nigeria, Kenya, South Africa, and Egypt are at the forefront of these efforts. Nigeria's Central
Bank issued the Regulatory Framework for Open Banking in 2021 to promote financial
transparency and enhance access to financial services . Kenya's embedded finance industry is
expected to thrive with an enabling policy environment . Egypt recently published the
Fintech Regulations, providing a unified framework for non-banking financial services,
including licensing requirements for fintech companies offering services such as mortgage
financing, SME financing, and consumer finance .

Regulatory evolution is crucial for ensuring consumer protection and fostering innovation. As
embedded finance continues to evolve, regulatory bodies across Africa must keep pace with
the rapidly changing industry to foster innovation while mitigating risks to consumers and
the financial system . This regulatory evolution is essential for striking the right balance
between enabling the benefits of embedded finance and maintaining appropriate
safeguards. By fostering a regulatory landscape that promotes both innovation and
protection, these countries are setting the stage for sustainable growth in the embedded
finance sector.

12
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Key Drivers

Several factors are propelling the rise of embedded finance in Africa:

High mobile penetration: Sub-Saharan Africa has 495 million mobile subscribers,
creating a vast user base for mobile-based financial services. This high level of mobile
penetration allows embedded finance solutions to reach a large segment of the
population directly through their mobile devices, providing accessible and convenient
financial services to users wherever they are.

Digitization: African businesses are rapidly digitizing their operations and customer
experiences, which creates numerous opportunities to embed financial services into
various sectors such as e-commerce, mobility, and healthcare. This digitization trend
allows for the seamless integration of financial products and services into existing
digital platforms, enhancing convenience and accessibility for users. As businesses
continue to embrace digital transformation, the scope for embedded finance
expands.

Financial inclusion imperatives: With 57% of African adults lacking access to formal
financial services, policymakers are increasingly embracing embedded finance as a
critical tool to expand inclusion. By integrating financial services into widely used
platforms and everyday activities, embedded finance can provide underserved
populations with easier access to banking, credit, insurance, and other essential
financial products. This approach not only helps bridge the financial inclusion gap but
also supports broader economic growth and development by empowering
individuals and small businesses with the financial tools they need to thrive.

13
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Sectoral Impact and Use Cases
Retail and E-commerce

The retail and e-commerce sectors in Africa are witnessing significant growth in embedded
finance solutions, particularly Buy Now Pay Later (BNPL) and revenue-based financing. BNPL
providers like Lipa Later, PayJustNow, PayQart, and Carbon Zero are rapidly expanding
across the continent, enabling consumers to access credit and split payments over several
months, often with no fees or interest. This increased purchasing power is driving sales for
merchants, both online and offline.

In 2022, Kenya's Lipa Later expanded its operations to Rwanda, Uganda, and Nigeria,
highlighting the strong demand for BNPL in Africa's predominantly cash-based

economies. Furthermore, embedded finance is enabling online merchants to access revenue-
based financing based on their platform sales. FinTech's like Merchant Capital in South Africa
provide funding to businesses in various sectors by taking a percentage of their monthly
revenue, with no fixed terms or collateral requirements. This innovative financing model is
particularly valuable for e-commerce startups and SMEs that may lack the credit history or
assets to secure traditional bank loans. As embedded finance continues to mature in Africa,
its impact on the retail and e-commerce landscape is set to be transformative, empowering
consumers and businesses alike.

Agriculture

Agriculture is a key sector where embedded finance solutions are making a significant
impact in Africa. Agri-fintech’s like Apollo Agriculture and Tingo are leveraging technology to
provide smallholder farmers with convenient access to credit, insurance, and other financial
services at the point of purchase of agricultural inputs. Apollo Agriculture, a Kenyan agri-
fintech, has developed a unique platform that uses agronomic machine learning, remote
sensing, and mobile money to deliver a customized bundle of credit, high-quality farm
inputs, and advice to smallholder farmers. By embedding these services into the input supply
chain, Apollo enables farmers to access the resources they need to improve their yields and
income. The company has seen rapid growth, with revenue increasing 10x since its Series A
funding round in 2019.

Similarly, Tingo Mobile, a subsidiary of Tingo Group, is the leading agri-fintech company
operating in Africa, with a comprehensive portfolio of innovative products and

services. Tingo Mobile provides farmers with access to a 'device as a service' smartphone and
pre-loaded platform, which includes the Nwassa 'seed-to-sale' marketplace platform,
insurance, micro-finance, and mobile phone and data top-up. By bundling these services
together and making them easily accessible to farmers, Tingo is driving financial inclusion
and empowering rural communities.

The embedded finance approach taken by these agri-fintechs addresses several key
challenges faced by smallholder farmers, including lack of access to credit, low adoption of

14
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improved inputs, and vulnerability to climate and market risks. By meeting farmers where
they are and providing them with the tools and resources they need to succeed, companies
like Apollo Agriculture and Tingo are helping to unlock the potential of Africa's agricultural
sector and improve the livelihoods of millions of smallholder farmers. As embedded finance
solutions in agriculture continue to mature and scale, they have the potential to drive
significant productivity gains, boost food security, and accelerate the development of rural
economies across Africa.

Healthcare

The healthcare sector in Africa is seeing significant innovation and disruption through
embedded finance solutions. Fintechs are leveraging technology to make healthcare more
accessible and affordable for consumers across the continent.

Kasha, an e-commerce platform focused on women's health and personal care products, is a
prime example. Operating in Rwanda and Kenya, Kasha enables people to access high-
quality health products conveniently through its online marketplace. By integrating digital
payment options, Kasha reduces friction in the purchasing process, making it easier for
customers to buy the health products they need. Kasha's embedded finance approach is
particularly impactful given the challenges many African women face in accessing healthcare
products discreetly and affordably. Through its platform, Kasha is empowering women to
take control of their health and wellness.

Beyond digital payments, startups are also exploring opportunities to embed health
insurance into their offerings. By bundling insurance with other products or services,
companies can provide customers with financial protection against unexpected medical
expenses. For example, mPharma, a Ghanaian health tech startup, not only manages
prescription drug inventory for pharmacies but also offers funding to help patients afford
their medications. This embedded finance solution improves access to healthcare while
supporting pharmacy businesses.

Transportation and Mobility

Embedded finance solutions are revolutionizing the transportation landscape in Africa,
particularly in the ride-hailing and logistics sectors. Companies like Lula and Moove are at
the forefront of this transformation, leveraging innovative financing models to empower
drivers and enhance mobility services across the continent.

Moove, a mobility fintech, provides accessible vehicle financing options to drivers in various
African markets, including South Africa and Uganda. By embedding financial services into the
transportation value chain, Moove enables drivers to own their vehicles, fostering
entrepreneurship and improving the quality of mobility services. The company's unique
model not only benefits individual drivers but also contributes to the overall growth and
development of the transportation sector in Africa.

15
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Similarly, Lula, a South African fintech, focuses on providing flexible vehicle financing
solutions to car dealerships. By partnering with dealerships and embedding their services
into the car-buying process, Lula makes it easier for consumers to access affordable
financing options and drives sales for dealerships. This embedded finance approach
streamlines the customer experience and promotes financial inclusion in the automotive
industry.

Moreover, Uber's strategic partnership with Flutterwave, a leading African fintech, has
brought about a significant shift in the ride-hailing space. With the launch of Uber Cash in
Africa, powered by Flutterwave, users can now enjoy seamless in-app payments and top up
their wallets using various payment methods. This integration of financial services into the
Uber platform enhances convenience for riders and improves the overall user experience,
demonstrating the immense potential of embedded finance in transforming the
transportation sector.

Education

Embedded finance is also making significant strides in the African education sector,
addressing one of the most pressing challenges: access to funding. Fintechs like Meerkat and
Fundi are leading the charge in this domain, partnering with educational institutions to offer
innovative financing solutions that make education more affordable and accessible for
students across the continent.

Meerkat, a South African fintech, has developed a range of financial products tailored to the
needs of students and their families. By collaborating with schools and universities, Meerkat
offers embedded student loans and savings products that integrate seamlessly with school
fee payment platforms. This integration allows students to access credit at the point of need
and spread their payments over time, reducing the financial burden of education.

The impact of these embedded finance solutions in the education sector is far-reaching. By
making education more affordable and accessible, fintechs like Meerkat are empowering
students to pursue their dreams and acquire the skills needed to thrive in the modern
economy. Moreover, by partnering with educational institutions, these companies are driving
innovation and digital transformation in the education sector, paving the way for a more
inclusive and equitable future.

16
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Benefits and Challenges

The key benefits of embedded finance for Africa include:

Embedded finance solutions have the potential to significantly increase financial
access for populations that have traditionally been excluded from formal financial
systems. By integrating financial services into commonly used platforms such as
mobile phones, e-commerce sites, and social media, these solutions provide a
convenient and accessible way for underserved individuals to access banking, credit,
insurance, and other financial products. This integration helps to bridge the financial
inclusion gap, enabling more people to participate in the formal economy and
improve their financial well-being.

Embedded finance allows businesses to integrate financial services directly into their
existing platforms, creating a seamless and intuitive user experience. This integration
means customers can access financial products and services without needing to
switch between different applications or platforms. For example, an e-commerce site
with embedded payment and credit options can provide a smoother checkout
process, enhancing customer satisfaction and loyalty. By offering a more
comprehensive suite of services, businesses can meet a broader range of customer
needs, ultimately driving higher engagement and retention.

By integrating financial products into their offerings, African businesses can tap into
additional sources of income. This diversification not only enhances their financial
stability but also allows them to capitalize on the growing demand for accessible
financial services. For instance, an online marketplace that offers embedded lending
options to its merchants can generate revenue from interest or service fees. Similarly,
a ride-sharing app with integrated insurance products can earn commissions from
insurance providers. These new revenue streams provide businesses with more robust
financial models and contribute to the overall economic growth of the region.

However, challenges remain, including:

The regulatory landscape for embedded finance varies widely across African nations,
with different rules, standards, and levels of enforcement. This fragmentation can
create significant hurdles for companies looking to operate across multiple
jurisdictions, as they must navigate a complex web of compliance requirements. The
lack of a unified regulatory framework can lead to increased operational costs, delays
in launching new products, and difficulties in scaling embedded finance solutions
continent-wide. Businesses must invest considerable resources in understanding and
adhering to these diverse regulations, which can impede innovation and growth.
Integrating financial services into various non-financial platforms raises significant
concerns regarding the privacy and security of user data. As sensitive financial

17
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information is shared across different systems, the risk of data breaches and
unauthorized access increases. Ensuring robust data protection measures and
compliance with local and international privacy laws is critical to maintaining
customer trust. Businesses must implement stringent security protocols, conduct
regular audits, and stay updated on evolving data protection regulations to safeguard
user information effectively. Failure to address these concerns can lead to severe
reputational damage and legal consequences.

Ensuring seamless interoperability between different financial and non-financial
platforms presents a major technical challenge. These frictions can hinder the smooth
exchange of data and services, affecting the user experience and the efficiency of
embedded finance solutions. Moreover, as systems integrate, the complexity of
maintaining robust data privacy and security measures increases. Businesses must
address these integration issues to provide a cohesive and secure service while
ensuring that sensitive financial information is protected during the data transfer and
processing across various platforms. Overcoming these technical barriers is crucial for
the successful deployment and adoption of embedded finance solutions in Africa.

18



30

PROCESS Embedded Finance in Africa | 30Process Consulting

conaultine

Future Outlook

Embedded finance activity in Africa will continue to accelerate over the next 5-10 years,
driven by:

e Maturation of African fintech and embedded finance providers: These companies are
rapidly evolving, offering more sophisticated and tailored financial solutions that
cater to the unique needs of the African market. As these providers grow, they will
attract more investment and collaboration opportunities, further enhancing their
capacity to deliver innovative financial services across the continent.

e Increasing openness of banks to partnership models with fintechs: Traditional banks
in Africa are becoming more receptive to collaborating with fintech companies,
recognizing the mutual benefits of such partnerships. These collaborations enable
banks to leverage fintech innovation to enhance their service offerings and reach
underserved populations more effectively. As a result, this synergy between banks
and fintechs is expected to drive the expansion and adoption of embedded finance
solutions, fostering greater financial inclusion.

e Growing adoption of open banking frameworks and open APIs: The implementation
of open banking frameworks and the use of open APIs are transforming the financial
landscape in Africa. These technologies allow for greater interoperability and data
sharing between financial institutions and third-party providers, fostering innovation
and competition. As more institutions adopt these frameworks, embedded finance
solutions can be developed and deployed more efficiently, leading to enhanced
financial services and increased accessibility for consumers across the continent.

e Support from governments aiming to expand financial inclusion: African governments
are increasingly prioritizing financial inclusion in their policy agendas, providing vital
support for embedded finance initiatives. Through regulatory reforms, incentives, and
investments in digital infrastructure, governments are creating an enabling
environment for the growth of financial services. This governmental backing is crucial
for overcoming barriers to financial access, ensuring that more people can benefit
from embedded finance solutions and participate in the formal economy.

To capitalize on the embedded finance opportunity, African businesses should:

e Assess opportunities to embed financial products into existing customer journeys:
Businesses need to carefully evaluate where financial services can seamlessly
integrate into their current offerings to enhance customer experience. By identifying
touchpoints where financial products can add value, such as payments, credit, or
insurance, companies can create more holistic and convenient solutions for their
users. This strategic embedding not only improves customer satisfaction but also
opens new revenue streams and strengthens customer loyalty.
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e /nvest in robust AP/ infrastructure and third-party integration capabilities: Businesses
should prioritize building strong API infrastructures that facilitate smooth integration
with third-party financial service providers. This investment allows for seamless data
exchange and interoperability, essential for delivering efficient embedded finance
solutions. By ensuring their platforms can easily connect with various financial
services, companies can offer a wide range of embedded finance options, enhancing
their overall service offerings and customer experience.

e Proactively engage regulators to shape enabling policy frameworks: Businesses
should actively collaborate with regulatory bodies to help shape policies that support
the growth of embedded finance. By participating in regulatory discussions and
providing insights on industry needs and challenges, companies can contribute to
creating a more conducive regulatory environment. This proactive engagement
ensures that regulations foster innovation while protecting consumers, ultimately
benefiting the entire embedded finance ecosystem.

Meanwhile, African policymakers must balance the goals of innovation and inclusion with the
need for appropriate guardrails around consumer protection and systemic risk. By
developing supportive regulatory frameworks that encourage innovation while safeguarding
consumers, policymakers can create an environment where embedded finance can thrive.
This involves continuous collaboration with fintechs, traditional financial institutions, and
other stakeholders to ensure regulations are both forward-looking and protective.

With the right enabling environment and active participation from stakeholders across the
ecosystem, embedded finance can become a powerful force for financial empowerment and
economic growth across Africa in the years ahead. Businesses must assess opportunities to
embed financial products into their customer journeys, invest in robust API infrastructure,
and proactively engage with regulators. As the ecosystem matures and adapts to these
advancements, the benefits of embedded finance will extend to broader segments of the
population, driving significant improvements in financial inclusion and overall economic
prosperity.
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API (Application Programming Interface): A set of tools and protocols that allow
different software applications to communicate with each other. APIs enable the
integration of financial services into non-financial platforms, facilitating embedded
finance solutions.

BNPL (Buy Now Pay Later): A financial service that allows consumers to purchase
goods and pay for them over time in instalments, often without interest. BNPL is a
popular embedded finance solution in the retail and e-commerce sectors.

Credit: The provision of funds or resources to a borrower with the expectation of
future repayment, often with interest. Embedded finance solutions often include
credit services integrated into various platforms.

Data Privacy: The protection of personal and sensitive information from unauthorized
access and misuse. Ensuring data privacy is crucial for the success of embedded
finance solutions, as they involve the exchange of financial information.

Digitization: The process of converting information and processes into a digital
format. Digitization facilitates the integration of financial services into various sectors,
enhancing the scope and reach of embedded finance.

E-commerce: The buying and selling of goods and services over the internet.
Embedded finance solutions such as BNPL and revenue-based financing are
transforming the e-commerce landscape in Africa.

Embedded Finance: The integration of financial services into non-financial offerings,
allowing consumers to access financial products directly within their existing
customer experience. This approach enhances convenience and accessibility.

Financial Inclusion: The process of ensuring that individuals and businesses have
access to useful and affordable financial products and services. Embedded finance is
a key driver of financial inclusion, particularly in underserved populations.

Fintech (Financial Technology): Technology that aims to improve and automate the
delivery and use of financial services. Fintech companies are instrumental in
developing and deploying embedded finance solutions.

Interoperability: The ability of different systems and platforms to work together
seamlessly. Ensuring interoperability is essential for the effective implementation of
embedded finance solutions.

Mobile Money: A service that allows users to store, send, and receive money using
their mobile phones. Mobile money services are a foundational component of
embedded finance in Africa.

Parametric Insurance: Insurance that pays out a predetermined amount based on the
occurrence of a specific event, such as a natural disaster, rather than on the
assessment of individual losses. This type of insurance can be embedded into
agricultural inputs.
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Regulatory Framework: A set of rules and guidelines issued by regulatory bodies to
govern the operation of financial services. Supportive regulatory frameworks are
crucial for the growth of embedded finance.

Revenue-Based Financing: A financing method where investors provide capital to a
business in exchange for a percentage of the business's future revenue. This model is
beneficial for e-commerce startups and SMEs.

SME (Small and Medium-sized Enterprise): Businesses with a limited size in terms of
employees and revenue. SMEs often benefit from embedded finance solutions that
provide accessible financial services.

Stored Value Account: An account where funds are stored digitally, often used in
mobile wallets. These accounts facilitate the use of embedded financial services in
various platforms.

Underbanked: Individuals or businesses that have limited access to traditional
banking services. Embedded finance aims to provide these underserved populations
with accessible financial services.

Unbanked: Individuals or businesses that do not have access to any formal banking
services. Embedded finance solutions can help bring these populations into the
formal financial system.
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