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LESSONS IN LEADERSHIP

Be a Leader not a Friend

Understanding the licensing regime of the Nigerian payments system

IF you want to earn the re-
spect of the people you lead, 
an important lesson to learn 
regarding how you inter-
act with them is this: BE A 
LEADER, NOT A FRIEND. 
This might seem strange, 
but the fact is when a leader 
seeks popularity by trying 
to be friends with the people 
he leads, he undermines his 
own leadership. These three 
insights provide justifica-
tion for this: 

First is the experience of 
an entrepreneur called Chris 
Myers, which he shared in a 
Forbes article titled “How 
I Learned That Employ-
ees Need A Leader, Not A 
Friend”. He said when you 
try and be friends with your 
employees (or subordinates) 
instead of being a leader, it 
causes the following:

• You avoid conflict. This 
is because you don’t want to 
do anything that will upset 
your relationship with them. 
You place your relationship 
or friendship with your em-
ployees or subordinates over 
every other thing. 

• It becomes more difficult 
to make the hard decisions 
that will benefit the group. 
Because you have so highly 
prioritised your relation-
ships, taking decisions that 
benefit the group or organi-
sation rather than individu-
als become difficult. 

• You don’t set clear ex-
pectations, and this results 
in mixed signals that under-
mine your leadership. 

• You ultimately fail those 
around you because you 
don’t help them become the 
best they can be. 

•You also set yourself up 
to fail in your role as leader 
because you are unable to do 
what it takes to ensure the vi-
sion and goals are achieved.  

These are some of the 
things that happen when you 
try to be a friend instead of 
a leader. 

Secondly, seek respect 
not popularity from those 
you lead. It is a mistake 
to seek the popularity of 
subordinates as Theodore 
Roosevelt learned (before 
he became President of the 
Unites States of America). 
When he was assistant Sec-
retary for the Navy, and 

war was declared on Spain 
in 1898, he resigned his po-
sition and volunteered for 
the army, where he was 
second in command in one 
of three volunteer regiments 
set up to supplement the 
army. The regiment was 
put through a crash train-

him by his troops and their 
respect for him. 

Finally, don’t try and 
be friends with your direct 
reports. Someone in a case 
study of Michael Jordan’s 
transition from basketball 
player to team owner shared 
this lesson: “A boss should 

financial negotiations with 
players of which he used to 
be one. In other words, the 
interests he now represented 
had totally changed. It would 
not have been in his own in-
terest to continue to behave 
like a player when he was 
no longer one. When you try 
to be friends with those you 
lead, you risk not only losing 
the friendship, but also not 
being effective as a leader. 

Being a leader and being 
a friend of those we lead 
are mutually exclusive. Its 
either one or the other. Peo-
ple need leadership, and this 
requires us to do what is 
needed such as taking a dif-
ficult decision that impacts 
someone negatively or shak-
ing things up for the team’s 
benefit. If friendship with 
team members takes prior-
ity over our leadership role, 

we are unlikely to succeed 
as leaders. I acknowledge 
this is more difficult in our 
environment where lines 
of relationships are easily 
blurred, and the boundaries 
created by a leader can be 
easily misunderstood. 

 If you are in a leadership 
position, you should think 
of the purpose and needs of 
your team and let this be the 
underlying consideration for 
every decision. Trying to be 
popular results in a focus on 
narrow interests, which will 
undermine you as a leader. 
Leadership requires your 
being able to take the right 
decisions (no matter how 
hard), even if the cost means 
being labelled negatively 
and being seen as unpopular. 
If you want to be popular you 
will do things that please 
people in the short-term, but 
someone who wants to be 
respected will think of the 
long term and do the difficult 
things that are required even 
if people don’t immediately 
understand or accept them. 

Let me leave you with 
this question: Are you able 
to take difficult decisions 
even if those decisions will 
make you unpopular or do 
you avoid taking difficult 
decisions because you don’t 
want to be unpopular? 

Thank you and until next 
week, let me challenge you 
to Begin to Lead from where 
you are. 

a. Circular on the New Li-
cenceCategorisations for the 
Nigerian Payments Service 
Providers (NLCCircular)

For a long while, partici-
pants in the Nigeria pay-
ments system were doused 
with uncertainties as there 
were no clear regulations on 
their permissible activities 
and other grey areas. In a 
bid to quell the confusion, 
the CBN published the NLC 
Circular, setting out four dif-
ferent categories of payment 
activities, to wit:

• Switching and Process-
ing: This activity involves 
routing (switching) and pro-
cessing the exchange of value 
between financial service 
providers, merchants, their 
customers and other stake-
holders. Permitted activities 
under this category include 
switching, card processing, 
transaction clearing, settle-
ment agent services, non-
bank acquiring services, and 
all activities permitted under 
Payment Solution Services.

• Mobile Money Opera-
tions: Mobile Money Op-
erators (MMOs) allow users 
to save, receive and spend 
money from the convenience 
of a mobile phone. Permissi-
ble activities under this cat-
egory include wallet creation, 
electronic money issuing, 
agent recruitment, non-bank 
acquiring services, card ac-
quiring services, local and 
cross-border payments and 
remittances services, among 
others. However, MMOs are 
not permitted to grant loans, 

advances and guarantees, 
accept foreign currency de-
posits, deal in the foreign 
exchange market other than 
as permitted nor engage in 
insurance underwriting.

• Payment Solution Ser-
vices (PSS): This broad cat-
egory comprises Payment 
Solution Service Providers 
(PSSPs) Payment Terminal 
Service Providers (PTSPs) 
and Super-Agent. An institu-
tion looking to secure a PSS 
licence will have to select one 
or all of the three aforemen-
tioned licences. PSSPs serve 
to deploy payment gateways 
through online channels. 
PTSPs essentially engage in 
Point of Sale (POS) Terminal 
deployment, ownership and 
services. Super agents, on the 
other hand, are licenced com-
panies that recruit agents 
for agency banking. Agency 
banking involves the provi-
sion of financial services 
within communities on be-
half of banks.

• Regulatory Sandbox: 
This fourth category is a for-
mal process for institutions 
to carry out live tests of new 
products, services, delivery 
channels, or business models 
in a controlled environment, 
with regulatory oversight, 
subject to appropriate condi-
tions and safeguards.

b. Guidelines for Licens-
ing and Regulation of Pay-
ments Service Holding Com-
panies (PSHC Guidelines)

Among the provisions 
of the NLC Circularwas the 
requirement for companies 

desirous of operating switch-
ing and processing services 
alongside MMO services to 
set up a payment service 
holding company. Follow-
ing this, theCBN issued the 
PSHC Guidelinesto regulate 
the implementation and op-
eration of holding structures 
by payment and fintech com-
panies in Nigeria.

A Payments Service Hold-
ing Company (PSHC) is a 
holding company with the 
principal objective of manag-
ing equity investments in two 
or more companies, which 
are Payments Service Pro-
viders. A PSHC is required 
to have a minimum of two 
subsidiaries, which should 
include at least an MMO 
and a switching company. 
PSHC are permitted to hold 
equities in financial and tech-
nological subsidiaries, pro-
vide broad policy direction, 
shared services and enter 
into service contracts with 
any of its subsidiaries. They 
are however not permitted to 
establish, divest or close any 
of their subsidiaries without 
the prior written approval of 
the CBN nor receive income 
from sources other than from 
those prescribed in the PSHC 
Guidelines.

c. Guidelines for Licens-
ing and Regulating PSBs

In a recent financial inclu-
sion report, it was revealed 
that only 45% of Nigeria’s 
adult population are banked. 
In a bid to lessen the financial 
exclusion rate particularly 
in rural communities, the 

and remittances services and 
sale of foreign currency from 
inbound cross-border person-
al remittances to authorised 
foreign exchange dealers, is-
sue debit and pre-paid cards, 
operate electronic wallets, 
render financial advisory 
services and also invest in 
Federal Government and 
CBN securities.

Conclusion
The various CBN instru-

ments analysed above have 
helped to usher in some level 
of clarity to participants in 
the payment ecosystem, par-
ticularly concerning their 
permissible activities, among 
other things.

It is however noteworthy 
that lately, the licence pro-
cessing period, especially 
regarding payments applica-
tions to the CBN, has become 
rather protracted. This could 
potentially discourage inves-
tors and companies looking 
to procure licences and kick 
off their operations within a 
good and predictable time-
frame.

The apex regulator should 
also reconsider its stance on 
cryptocurrency and look to 
regulate the Nigerian crypto 
space. Some of the largest 
global foreign crypto pay-
ment companies consider 
Nigeria an attractive destina-
tion to offer their services, 
thus creating a clear path for 
the adoption of cryptocur-
rency could usher in a lucra-
tive inflow from additional 
foreign direct investments 
(FDIs).

If you are in a leadership position, you 
should think of the purpose and needs of 
your team and let this be the underlying 
consideration for every decision

ing course prior to being 
deployed, and during this 
course Roosevelt learned an 
important lesson. In his bid 
to seek popularity with his 
men, Roosevelt would relax 
with them without creating 
clear boundaries. His imme-
diate boss admonished him 
about this, pointing out his 
mistake. Roosevelt “realized 
that while he had gained the 
affection of his troops, he had 
not established the proper 
space between himself and 
his men” In his own words, 
he said “…it is the greatest 
possible mistake to seek 
popularity.” This experience 
taught him how important 
it was to strike the right bal-
ance between affection for 

always treat people with 
dignity and respect. But a 
boss should not try and be 
friends with his or her direct 
reports. If you attempt to 
straddle the line and remain 
a friend while becoming a 
boss there is a good chance 
you will lose the friendship - 
and be an ineffective leader”. 
As the owner of the NBA’s 
Charlotte Hornets, Michael 
Jordan became not only 
a team owner but also a 
member of the committee of 
owners that negotiates rev-
enue sharing contracts with 
the NBA Players Associa-
tion. Though he used to be a 
player, he was now an owner 
sitting on the other side of 
the table when it came to 

USERS of digital payment in 
Nigeria have risen by 35%, 
the Central Bank of Nigeria 
(CBN) revealed lately. One 
factor for the burgeoning 
rate of payments transaction 
volume and value in Nigeria 
is the growing investment 
by banks, telcos and fintech 
companies in payment tech-
nology infrastructure. Many 
foreign companies also par-
ticipate in the Nigeria pay-
ments ecosystem.

Local and foreign inves-
tors looking to provide cer-
tain payment services in 
Nigeria must hold one of 
the licences prescribed by 
the CBN, the apex regulator. 
Thus, this article serves to 
address some of the major 
payment licences in Nigeria 
vis-à-vis their permissible 
and non-permissible activi-
ties.

Licencing Regime for the 
Nigerian PaymentsSystem

This section presents 
a concise analysis of the 
various payment licences 
through the lenses of three 
key CBN payment instru-
ments.

CBN issued the Guidelines 
for Licensing and Regulating 
PSBs.PSBs are often subsidi-
aries of telecommunications 
companies (telcos) or large 
retail outlets that acquires a 
license to provide financial 
services by leveraging their 
existing telecommunications 
or distribution infrastruc-
ture. According to a 2020 
survey by the Nigerian Com-
munications Commission 
(NCC), telcos reach up to 98% 
coverage and are present in 
773 local governments in the 
country. The sheer cover-
age of telcos suggests that 
their offering of minor bank-
ing especially in rural areas 
could further improve the 
country’s financial inclusion 
index. The more reason why 
the approval-in-principle 
recently received by MTN’s 
Momo and Airtel’sSmartcash 
is a welcome development.

PSBs are generally per-
mitted to offer limited finan-
cial services to consumers 
in rural areas and unbanked 
locations within Nigeria. 
They may accept deposits 
from individuals and small 
businesses, carry out local 
and cross-border payments 
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