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1. THE YOCO MISSION

The Yoco Mission

The Problem

For years, we’d seen how hard it was for
entrepreneurs to get access to card payment
services to help grow their businesses. Running a
small business is hard already. Getting paid
shouldn't have to be.

The Idea

Our payments hardware and software powers over
90 000 small businesses in SA. Whether you're on a
street corner or in a fancy mall, we provide an
accessible, simple platform to help you start, run and
grow your business

The
Outcome

Economic inclusion and equality of opportunity are
the cornerstones of our vision, along with an
incredibly strong belief in our mission to help
entrepreneurs succeed. We’ll always support the
people who have the guts to give it a go, so we
continue to innovate through invaluable insights from
our small business community

Yoco is a financial services
platform for small businesses in
emerging markets
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Small businesses are the next
frontier for financial services
• Small businesses are often said to be overlooked and forgotten.
• The truth is that they are just very expensive to reach and serve
by institutions that employ traditional business models and
distribution.
• As a result, they end up being excluded as a market segment,
leaving behind an untapped, blue ocean opportunity.
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2. THE ISSUES AFFECTING SMALL
BUSINESS
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Efficient
Payments

Infrastructure

8%
Funding

Capital

Business
Solutions

$155
billion
8%
Information
Asymmetries & Tools

Unnecessary barriers to
access financial services
as well as unsuitable
payments infrastructures
result in an SME’s inability
to service their most basic
needs.

Inflexible credit
assessments, stringent
banking regulation and
limited financial information
prevent access to loans
and working capital.

Non-traditional sources of
information, ineffective
business tools usually
result in uncertainty and
higher costs to service
SMES.

Timely access to funds
funds

Capital required in order to
facilitate business growth

End-to-end business
oversight and control
provide a greater chance
of success.

Other issues/ considerations such as; the insufficient / inability to post collateral, financial education and inflexibility
traditional banking systems and risk approaches also have an impact on the ability of SMEs to access finance
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3. THE ROLE OF FINTECH IN
ENSURING SME SUCCESS
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Role of Fintech & Digital Financial Services (DFS)

The benefits to customers can include
a superior and seamless customer
experience

With fintech, alternate credit worthiness
checks become easier with solutions
driven by AI-based algorithms.

Fintech allows deeper understanding of
the previously untapped sector

Wider range of products and services
at a lower cost and improved access to
financial services

8%

8%
$155 billion
The potential to enhance financial
inclusion and the “democratization of
finance”

Reach the crucial category of small
businesses that employ other people
but are yet not able to access credit to
grow their business and generate
employment.

Authorities within the microfinance and

Products that are better tailored to

The ability to discover microfinance and
small lending opportunities spread
geographically far from them

distinct business needs of SMEs

small sector lending have easy access
to relevant and meaningful data

Financial innovation has or could have an impact on the business model, processes, product offering and distribution of the above
sectors, forming a new competitive landscape while also triggering behavioral and cultural changes for services providers and
consumers alike
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Efficient
Payments

Infrastructure
Aﬀordable support and solutions
for small businesses
Greater ﬁnancial inclusion and
access to ﬁnancial services
Modernisation of payments system
Diversiﬁcation of payment
methods/modes (innovation)
Reduction in risk and “cost of
serve”

8%

Capital

Funding
Greater diversiﬁcation of capital
providers (cost-reduction)
Suitable and ﬂexible product
constructs
Robust risk models and scoring
algorithms
Enhanced customer support and
individualisation
Small business growth and
expansion

Business
Solutions

$155
billion
8%Information
Asymmetries & Tools
Emergence of alternative data
sources and credit scoring
Development of credit
records/ﬁnancial information that
facilitates the introduction into
formal ﬁnancial services
Introduction to other business tools
that might be useful to ensure that
these businesses succeed
Development of ﬁnancial education
and other inclusion imperatives
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CASE STUDY: MOBILE MONEY
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Lessons from Mobile Money
Exclusion from the formal financial system has increasingly been identified as
one of the barriers to a world without poverty. In many developing countries,
more than half of households lack an account with a financial institution, while
small firms frequently cite difficulty in accessing and affording financing as a
key constraint on their growth. This exclusion does not necessarily mean that
the poor lack active financial lives: in fact, the fragility of their situation has led
to the development of sophisticated informal financial instruments.
“Where most financial inclusion models have employed either ‘credit-led’
or ‘savings-led’ approaches, the M-PESA experience suggests that there
may be a third approach— focusing on building the payment ‘rails’ on
which a broader set of financial services can ride,” wrote the authors of
one report (Mas and Radcliffe 2010).
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4. THE YOCO JOURNEY
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The Acceptance Gap in
South Africa

75%

High
demand

8%

Lack of
supply

$155 billion

People in South Africa have
cards.

Businesses can accept
card payments.

Consumer payments
market in South Africa

Sophisticated banking sector with high
card penetration and extensive
incentives driving increased card usage
among consumers.

Cost and difficulty in acquiring card
machines from traditional institutions
constraining acceptance.

- $57 billion in card
- $98 billion in cash and EFT
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South Africa is the largest card
acquiring market in the Middle East and
Africa* despite card being only 36% of
the total consumer payments
opportunity.
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The core customers we’ve focused on to date

Retail

Restaurants, Cafes & Bars

Health & Beauty

Our core customer is an entrepreneur running a small business in South Africa,
previously ignored and underserved by traditional financial institutions. These
entrepreneurs operate in segments such as restaurants/cafes, retail, beauty and services
with monthly turnover from R 10 000 to R 200 000.
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We have since
augmented the
product suite
with additional
services that help
our merchants
grow.
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CARD PAYMENTS

CAPITAL

The simplest way to accept
payments in-person, online and
on the go

Pre-approved working capital for
growth, with seamless
repayments

BUSINESS TOOLS
Free software for stock
management, business
intelligence, 3rd party integrations

16
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Yoco Capital

R193,000,000 +
Disbursed to Date

100 000+
Merchants Qualified
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5. RISK & OTHER
CONSIDERATIONS
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Risks Considerations in the Fintech Microfinance Sector
Digital Identities
(Remote Onboarding)

Infrastructure

A great deal of SMEs are not able to leverage their digital
Yoco has developed an entirely remote
identity or personal identities become intertwined with
onboarding process to ensure AML & KYC risks
their business often making it diﬃcult to onboard in a
remain minimal while ensuring SMEs do not need
non-face-to-face environment. This has been exacerbated to leave their business in order to access ﬁnancial
in a post-COVID 19 RSA. Onboarding processes have to
services.
be reﬁned and amended in order to manage risk but also
Yoco’s enhanced fraud rules are bespoke for
facilitate onboarding as fast as possible
each one of our merchants doing away with
rudimentary threshold reporting.

8%

$155
billion
8%
Information
Asymmetries & Tools

SMEs are often not able to access ﬁnancial services due
to lack of record keeping. This has also resulted in
excessive charges by ﬁnancial institutions making
servicing these customers commercially viable.

By providing our merchants with other business
tools and access to our portal, merchants are
able to create a ﬁnancial footprint that will
facilitate access to ﬁnancial services

Existing regulatory infrastructure often makes it diﬃcult for
SMEs to access ﬁnance.

Yoco’s alternative credit scoring methodologies
and facilitate a more robust credit assessment
process which in turn allows SMEs to access the
ﬁnance they need.

Stability & Capital
Considerations

The stability of Fintech is often a concern for regulators.
Over extension of balance sheets may result in over
indebtedness and risks to ﬁnancial stability of the
ecosystem

Partnerships with other providers ensure greater
risk oversight but also introduces competition
having the eﬀect of driving down the cost to
serve these customers

Data Privacy & Consumer
Protection

A lack of regulation within the ﬁntech environment could
introduce risks in the ovr processing of information and
customer abuse (in the form of over indebtedness) and a
lack of ﬁnancial education that should go along with the
extension of credit.

Strong corporate governance structures are
required as well as pragmatic activity based
regulation that seek to achieve appropriate
customer protections

Financial Histories and Digital
Footprints

Regulatory Hurdles
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Regulatory environment to date
•

In 2007, after a long period of oligopoly, 2 new acquiring licenses were issued

•

In 2012, sub-acquiring was introduced, which allowed Yoco to operate under a bank’s license
and catalyze the small business payments market

•

The next inflection point has come where non-banks will be able to directly access the national
payment system.

•

This has huge ramifications in terms of giving next
generation tech companies full control to expand access to
underserved customers

Initially regulated by National Payments Systems (and Amendment) Act
Which is implemented and effected tin conjunction with the Payments Association
PRIVATE & CONFIDENTIAL.
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Issuing

License

Clearing
Credit

Sub-license

Big 4 banks enjoy oligopoly over
the SA acquiring market.

Traditional banks

Traditional
banks

Deposits

Non-bank financial
institutions

Clearing

Clearing

Credit

Issuing

Issuing

E-money

Deposits

Credit

(2021
)
(2021
)
(2020
)
(2018
)

Sub-license

Oligopoly

Card schemes introduce Payment
facilitation (aggregation) framework,
allowing acquiring banks to offer
sub-licenses to 3rd parties (like Yoco)

Early competition
Competition watchdog rules in
favor of approving new acquiring
licenses to 2 smaller banks

Moving toward regulating activities instead of
purely entities, thereby paving the way for
non-banks new entrants to obtain acquiring
licenses

Aggregation

License

2007

2012

Activity-based
regulation

2020

In 2018 RSA Reserve Bank (SARB) undertook SARB launch the Intergovernmental Fintech Working Group
& Reg Sandbox in 2019. A review of the NPS Act is
a review and thereafter published National
Underway in order to support the larger 2025 strategy
Payment System Framework & Strategy 2025
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Thank you

