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Executive Summary

Background

Out of the 189 countries profiled by the Human Development Index in 2019, Sudan ranked 170th. In
fact, nearly 31% of the Sudanese population lives in “conditions of severe multidimensional poverty.”
(UNDP Sudan, 2020). The December Revolution of 2018, COVID-19, and recent waves of violence
have resulted in a socio-economically and politically precarious environment in which poverty and
inequality have increased, the digital and gender divide has grown, and the marshalling of innovative
economic initiatives are often stymied by a complex and stagnated regulatory and governance
environment (UN News, 2020a; 2021). At this key moment in Sudan’s history, the adoption of
innovative new modalities and strategic deployment of resources will be critical as the UNDP facilitates
a just recovery in which no one is left behind.

Key to this successful recovery and the pursuit of the broader Sustainable Agenda 2030 will be the
pursuit of the following critical guiding goals:

a) the adoption of renewable energy alternatives;
b) the dismantling of the digital divide;
c) the bridging of the gender divide
d) the facilitation of a strong regulatory environment to support the pursuit of digitally accessible

financial tools

In particular, access to digitally accessible financial services, as fuelled by renewable energy sources,
has the potential to empower women to play an increasingly central role in the economy, family units,
and broader community. With microfinance having been championed by the Central Bank of Sudan
(CBoS) and international partners alike as a key tool to achieve the aforementioned goal, mobile
banking (m-banking) has the potential to serve as a vehicle to alleviate poverty, empower women, and
increase the accessibility, transparency, and operational feasibility of microfinance services.

Given the limited scope of this memo, only brief mention will be made of renewable energy adoption
case studies and key partnership structures in order to allow maximum time for the exploration of case
studies of m-banking deployment.

Guiding Question

What are the conditions under which mobile money can contribute to addressing the digital, economic,
and gender divide both within and beyond a government context?

The exploration of this question will be guided by the following Sustainable Development Goals
(SDGs): Goal 5: Gender Equality; Goal 7: Clean and Affordable Energy; Goal 9: Industry, Innovation,
and Infrastructure; Goal 10: Reduced Inequalities; Goal 17: Partnerships.

Recommendations

1) Given Sudan’s payment of arrears and its joining the Better than Cash UN alliance, newly
reestablished access to World Bank financing should be dedicated to developing a pilot project that
trains community agents as both disbursers of microfinance loans and m-banking guides, given that
there has been no linkage of m-banking as a vehicle to increase access to microfinance initiatives to
date. Moreover, to further bridge the gender divide, the pilot should focus on mobilizing tea ladies as
agents, as tea ladies are already ubiquitous community infrastructure.

2) Given that there is insufficient evidence clearly indicating the effectiveness of microfinance as a tool
of poverty alleviation, the UNDP should invest in rigorous studies to test the efficacy of expanding this
modality within the Sudanese context.



3) The UNDP should identify and continue to make grant funding available to local organizations
actively working to achieve the sustainable development goals on gender equality and on access to
affordable and clean energy such as solar etc.

Methodology

The members of the Cambridge University Public Policy Team 5 have undertaken a rigorous desk
review of available online resources and participated in information sessions with key UNDP
stakeholders in both the regional and national offices. They have relied on the transcribed testimonies of
Sudanese stakeholders as employed by academics and UN specialists to prepare this brief.

Section 1 - Background

Ranked as the third largest nation on the African continent and spanning via its 1.9 million square
kilometers (UNICEF Sudan, 2020), the nation of Sudan is home to more than 42 million, according to
World Bank estimates (World Development Indicators, 2021). The population of Sudan has grown
consistently and quickly over the past century, with the percentage of females being slightly higher than
that of males (see Figure 1, retrieved from United Nations Department of Economic and Social Affairs,
[2019]). Sudan also has a young population with over 40% being under the age of 15 years (Ibid.). The
majority of Sudan's population lives in rural areas, with only 33% living in cities (World Population

Review, 2021).

Sudan is one of the world's least developed
nations. In 2019, the country’s human
development index was estimated at
0.510—positioning it at 170 out of 189
countries and UN-recognized territories
(UNDP, 2020). Protracted armed conflicts,
Darfur states’ security situation, economic
sanctions imposed by the international
community, rising national debt, and most
recently, the removal of the political regime in
2019 have all contributed to the country's
poverty (UNDP Sudan, 2020). Available
evidence indicates that rural households are
2.5 times more likely to be acutely poor than
households in urban areas (Central Bureau of
Statistics and UNICEF Sudan, 2016).

Furthermore, poverty hits Sudanese women the hardest as only 24.5% of women aged 15 and older
participate in the labour market, compared to 70.3% of men (UNDP Sudan, 2020). This reality has been
further aggravated by the outbreak of the COVID-19 pandemic, with the national debt growing by $250
million month over month (UN News, 2020a) and approximately 47% living below the national poverty
line (UNDP Sudan, 2020).

Economic poverty in Sudan is closely related to energy poverty —the lack of adequate, cheap,
high-quality, and environmentally friendly energy services to enable economic and human growth —and
the digital divide —the gap between those who have access to digital technologies (including the
internet) and those who do not (UNDP Sudan, 2020). In fact, only 47% of Sudan’s rural population is
connected to an electric grid (IEA et al., 2020). Despite these challenges, Sudan boasts a mobile network
penetration rate of almost 77% (Ammar, Ahmed and McMillan, 2016). As of 2016, 31% of the
population, or about 10.2 million Sudanese residents, are internet users, whereas mobile users increased
over tenfold between 2010 and 2017 from an estimated 18.3 million to 28.7 million users (Ministry of
Finance and Economic Planning, 2019).



However, lack of access to energy and the digital divide is an enduring challenge, one that exacerbates
poverty and limits opportunities for poor households to undertake income producing activities.
Simultaneously, lack of access to energy and the digital divide are outcomes of poverty since poor
households are unable to buy goods, access digital services that others enjoy, or contribute to the
country's overall social and economic activities (UNDP Sudan, 2020). Furthermore, this relationship
between poverty, access to energy, and digital divide has a distinct gender dimension. Poor women,
many of whom live in female-headed homes, devote far more time to energy-related activities such as
gathering firewood, collecting water, and cooking than their male counterparts (Ibid, pp. 28-30).
Because of the opportunity cost of these tasks, women are unable to engage in money-generating
activities, depriving disadvantaged families of much-needed revenue (Ibid., pp. 28-30).

Despite the existing energy poverty, Sudan is endowed with a large number of renewable energy
resources from solar to hydro, wind, geothermal, and biomass energy which can create positive
economic and developmental spillovers (UNDP Sudan, 2020). The solar energy resource particularly is
in plentiful supply since Sudan is classified as one of the 148 Sunbelt countries located near the equator
where solar energy availability is extremely high for electricity generation via photovoltaic power
systems (Ibid., p.17).

Access to secure financial services and economic assistance initiatives remain low. The last available
value for projections regarding bank account access estimates that a mere 15.27% of the population has
access to bank accounts and other financial services they need (Global Economy, 2021). Moreover,
Sudan is experiencing a crisis of confidence in the banking sector. Following the toppling of al-Bashir
and amidst the last several years of conflict, the Central Bank pursued a contractionary monetary policy
to curb inflation (Ramadan, 2020). Together these have resulted in a severe cash shortage in Sudan
(Ramadan, 2020). This has prevented citizens from withdrawing funds they own from banks, resulting
in a sharp drop in confidence in banks amongst Sudanese citizens (Ibid.).

Unlocking the interlinked potential of poverty reduction, clean energy, digital access, financial
empowerment, and gender equality are of vital importance for Sudan, as they play a pivotal role in
accelerating the country’s progress towards achieving the 2030 Agenda for Sustainable Development
and commitment to “leave no one behind”(UNDP Sudan, 2020).

Theory of Change

It is important to note that this memo draws upon a particular theory of change that conceptualizes a
linear relationship in development. For the purposes of this paper, researchers first recognize the
importance of increasing access to renewable energy resources which in turn can aid in the acceleration
of increased electrical and ICT access. This in turn provides the opportunity for digital education -
perhaps powered through a renewable energy resource like solar - which can then facilitate increased
penetration of innovative financial tools like microfinance and m-banking which can in turn empower
women and increase the economic and health outcomes of the Sudanese population more generally (see
illustration below).

Renewable Energy → Digital Access → Tackles Gender Divide → Digital Financial Tools → Outcome:
economically empowered women who have access to digital financial services and affordable, clean
energy

Important to note however that this theory of change assumes the presence of ideal conditions which
rarely translate into a practical context. As such, this theory of change should be treated with a degree of
caution and investment and progress in one component of this theory must be seen as an important step
forward in the quest to build back better.

Be it through regulation, investment, stakeholder mapping, or programmatic support, public, private, and
third sector actors each have a key role to play in this theory of change. Be it through fostering



investment in renewable energy, accelerating the deployment of microfinance initiatives, increasing the
adoption of m-banking technologies, and bridging the gender and digital divide, each actor has a role to
play as together we seek to ensure that no one is left behind.

Bridging the Gender and Digital Divide Through Solar Generated Energy: A Brief Exploration

Solar Sister: A Case Study
Solar Sister is a non-governmental organization that seeks to increase access to clean energy in rural,
off-grid communities mainly in Tanzania, Nigeria, and in some other African countries (Dutta, 2018;
Solar Sister, 2021). They do this by identifying, training, and supporting local women who have an
entrepreneurial spirit to sell solar-powered products such as lamps and phone-chargers (Solar Sister,
2021). The selected women make an initial investment to receive training and inventory, which they
then go door-to-door to sell at a markup (Solar Sister, 2021). And the financial transactions between
Solar Sister and the local entrepreneurs are conducted using mobile money and text messages (The
Christian Science Monitor, 2021). The fact that 63 percent of entrepreneurs end up opening new
businesses after the arrival of solar energy suggests the powerful role digital connectivity can play in
facilitating the economic empowerment of women (Solar Sister, 2021). In fact, the entrepreneurs tend to
have higher incomes and save more money after partnering with Solar Sister (Solar Sister, 2021).

The Surya Kiran Project, India: A Case Study
The Surya Kiran project in India, which was first launched in 2018 by Edimpact, aims to provide free
ICT training to underprivileged government school children in rural India through mobile computer labs
that are powered by solar energy (Edimpact, 2021). These labs, which were previously Maruti EECO
vans, can hold up to seven students and come with five laptops and a demo computer with Wi-Fi
connectivity so that teachers can use it to teach children, all powered by a 1KVA solar inverter (Ibid.).
Edimpact's facilitators, who are engineering graduates, pre-assess students' knowledge to place them in
different levels based on their digital literacy (Ibid.). Expert educators create all of the content in-house,
with most lessons being focused on working with Windows 10, Microsoft Office, web browsing, emails,
cashless transactions, and cyber security (Ibid.).

The Community Tablet Initiative: A Case Study The Community Tablet Initiative in Mozambique,
which is the first digital school in the country, is a container with four to six large LCD screens, powered
by solar panels and transported by trailer, which can be attached to anything – from a motor vehicle to a
donkey (United Nations Industrial Development Organization, 2021). It aims to supply digital education
to remote and rural communities that are excluded from digital information on a range of topics that
facilitate, among other things, financial inclusion (Ibid.). For example, 68% more new bank accounts
were opened following one educational campaign (Ibid.).

Section 2 - Digital Tools for Financial Inclusion and Poverty Alleviation

Microfinance: A Key Tool of Poverty Alleviation?

Microfinance has been cited by stakeholders as a “tool that Africa cannot do without” and has been
credited with contributing to poverty alleviation, the empowerment of women, increased access to
educational and basic health services, improved nutrition, and even elevated rates of purchasing property
(Ammar, Ahmed and McMillan, 2016). The key vision driving microfinance initiatives centers on the
issuing of small amounts of capital in the form of loans that allow for business startups such that
impoverished borrowers can start income generating businesses (Ali, Abu-Hadi and Ali, 2013).

Microfinance Within the Sudanese Context



Recognizing the contribution of microfinance to poverty alleviation, the CBoS founded the
Microfinance Development Facility in 2008 in partnership with the Multi-Donor Trust Fund which
remains under the ownership of the CBoS and the Ministry of Finance and National Economy to this
day (Farid, 2013). Uniquely, Sudan’s microfinance system is sharia-compliant as per government
mandate (Ibid.). Currently, microfinancing in Sudan is facilitated by ten microfinance institutions,
“microfinance windows” within 12 different banks, and micro-products offered within five insurance
companies (Ibid.).  Furthermore, the CBoS has set targets for all domestic banks to issue 12% of their
assets portfolio via microfinance loans (Ali, 2018).

Despite these efforts, current strategies and structures are only accessed by 8% of the total population of
Sudan and have left an estimated 8 million people unserved (Ammar, Ahmed and McMillan, 2016).
Microfinance has been described as “being in its infancy stage” within the nation of Sudan; key
challenges include but are not limited to uncoordinated and limitd regulation, a mismatch between
supply and demand on the part of commercial banks, and lack of exposure to best microfinance practices
(Ghandour, 2015).

M-banking: A Key Tool of Poverty Alleviation?

Mobile money is a store of value and a digital medium of exchange that helps the banked and unbanked
access financial services using their mobile phones (International Monetary Fund, 2021). Research
suggests that adoption of m-banking services has led to economic growth and reduction of poverty in
targeted areas in locations such as Kenya and Ghana on the African continent (Ahmad, Green and Jiang,
2020). For example, in the nation of Kenya, the introduction of the m-banking tool M-PESA has
increased the ability to send, store, and exchange money in a way that is both secure and timely, a reality
that is often assume in developed nations, but is not guaranteed or even made possible to access in many
less developed nations, improving general “economic well-being”(Suri and Jack, 2016). These services
have also presented a viable and accessible modality for financial inclusion that could make use of high
mobile network penetration and empower both women and the rural population within Sudan that
currently lacks access to standard financial services (Kirui, Okello, Nyikal and Njiraini, 2013).

M-banking Within the Sudanese Context

Sudan joined the Better Than Cash UN alliance in 2020, signalling a clear move towards adopting
digital banking infrastructure. The optimal infrastructure method for carrying out this initiative is
SMS-based banking due to the high mobile penetration in Sudan (Ferranti, 2020). Currently only two
out of the 37 operational banks offer mobile banking services (Ghandour, 2016). In fact, there are only
35 mobile agent outlets per 100,000 adults and mobile banking as a service was used reportedly by a
mere 12% of clients who have access to formal financial services (GPFI, 2021;Ismail and Osman, 2021).
While private telecommunications entities like Zain have launched initiatives like ‘Hassa’ - which was
billed as “the country’s first ever mobile Mobile Financial Service,” in collaboration with the Bank of
Khartoum, this resource is not as well established in Sudan as it is in other African countries (Zain,
2014;UN News, 2020b).

In recent years limitations have been placed on the use of mobile devices to transfer money with
government officials citing concern regarding terorrism and money laundering as their chief concerns
(Whisker and Lokanan, 2019). Additional challenges regarding the uptake of m-banking in a Sudanese
context include but are not limited to weak technical and banking infrastructure, opaque and insufficient
legislation to protect e-transactions, high fees, and inconsistent access to internet and power (Karma,
Ibrahim and Ali, 2014).

M-Banking: A Key Vehicle for the Deployment of Microfinance Initiatives?

Cell phone-based finance services serve as a strong alternative to the bank-based financial system. In
much of the developing world, only a small percentage of populations possess bank accounts or live in
locations which are proximate to brick and mortar banks (CGAP, 2003). However, the recent



development of mobile phone-based money transfer services in numerous developing countries has
helped them overcome systemic limitations of traditional financial industries (Aron and Muellbauer,
2019). By making use of this tool, both digital savings and digital loan disbursement can both be
accessed via a mobile app regardless of location (Ahmed, Ammar and Ali, 2016).

Despite the clear harmony between m-banking and microfinance disbursement, m-banking has had low
penetration in Sudan as discussed above. M-banking cannot become a tool to deliver microfinance
initiatives if its uptake is low. For this reason, our report looks to country contexts where m-banking has
worked and where it has not to elucidate the regulatory regimes that enable m-banking to succeed or
cause it to fail.

Section 3 - M-Banking Case Studies: What Works and What Doesn’t?

In view of their comparable demographic contexts and socio-economic indicators, as well as the
applicability of lessons learnt to the Sudanese context, five countries were selected to examine the main
features of their regulatory models. Three of the case studies - Kenya, Ghana and Bangladesh - provide
lessons of successful models, while Nigeria and Niger are considered as cases of failed M-banking.

The following exploration of case studies on m-banking as a viable financial tool to lesson the
economic, digital, and gender divide will seek to answer the following key questions:

1. What is the regulatory environment regarding digital services, including the role of government
in regulating digital financial services, tariffs, etc.

2. Explore whether entities other than banks are allowed to do financial payments using digital
means.

Kenya: A Case Study of Successful M-Banking

Kenya’s M-Pesa platform is one of the most successful cell phone-based financial service programs in
the developing world. Launched by Safaricom – a Kenyan telecommunication company in 2007, it
allowed people to send, receive, spend, save money, and get loans without a bank account (Vodafone,
2021). As a result, M-Pesa has become the region’s largest fintech platform, serving over 42 million
people in 10 countries around the world (Ibid.). By 2014 the platform helped raise at least 194,000
households out of extreme poverty, and encouraged 185,000 women to shift to retail or business as their
primary occupation in Kenya (Suri and Jack, 2016). M-Pesa has proved to be an effective tool in
supporting the government’s ambitions to bridge the digital divide within the country.

Conditions for Success and Implications for Sudan

A primary factor that contributed to the success of mobile money in Kenya can be attributed to the
enabling regulatory ecosystem in Kenya. Right from the onset, the Central Bank of Kenya allowed the
participation of non-banks, including telecommunication companies in the provision of mobile money:
Safaricom established the concept of mobile money with the launch of M-Pesa in 2007 (Safaricom,
2021). Monitoring responsibilities and market conduct requirements for mobile money providers were
specified in the “letters of no-objection” granted by the Central Bank of Kenya (Alliance for Financial
Inclusion, 2010). Essentially, for the first seven years the platform was able to develop without
significant intervention from the Central Bank.

Only in 2014 was a formal mechanism, the National Payment Systems Regulations, introduced in Kenya
to regulate the operation of mobile money (The National Payment System Regulations, 2014). In
essence, these regulations codified into law the previously de facto regulatory practices and provided
further legitimacy to the existing business models. The regulations include mechanisms for maintenance
of privacy and confidentiality of customer data, disclosure of terms of service, and mechanisms for
consumer redress (GSMA, 2014). These have provided much needed clarity for actors in the market, and
direction for investors trying to enter the market (Ibid.). In this way, the Central Bank of Kenya has



taken a functional (as opposed to institutional) regulatory approach, in which banks and non-banks, such
as mobile network operators, are allowed to deliver mobile money services. The Central Bank of Kenya
carries out inspection, oversight, and enforcement of responsibilities prescribed by the Regulations.

Kenya’s National Payments Systems Regulations provides some helpful modalities that could be
adopted in the Sudanese context moving forward:

1) Ring-fencing and safeguarding of funds: Consumer funds must be kept in trust with a
regulated bank, and investment or lending of such funds is not allowed (Ibid.). Moreover, these
funds are separated from the service provider’s own funds.

2) Interoperability: In order to stimulate market-driven interoperability, the regulations recognize
the establishment of a Payment Service Provider Management Body (PSPM) (Ibid.). The
PSPMB is, in practice, a clearing and settlement body for the transactions carried out by payment
service providers, including e-money issuers (Muthiora, 2015). It also functions as a means for
communication with the Central Bank and as a platform through which issues of shared interest
can be addressed.

3) Know your customer (KYC) requirements: The regulations make provision for KYC
requirements by imposing obligations on payment service providers to collect and maintain a
register of identification details of all customers (The National Payment System Regulations,
2014). To satisfy the KYC requirements, M-Pesa uses national identity cards issued by the
Kenyan government for the registration of customers (Safaricom, 2020).

Ghana: A Case Study of Successful M-Banking

In Ghana, nearly 40% of the population has mobile money accounts (Sasu, 2021). Numerous studies
indicate that adoption of mobile money in the country encouraged business growth, improved financial
inclusion and reduced gender gap in the private sector (Chidi, 2020).

Ghana’s 2008 Branchless Banking regulation aimed to clarify the jurisdictions with the Payment
Systems Act of 2003 and to make Ghana the first country in the world to authorize interoperability
through a bank-based “many-to-many” model, which would mandate both banks and mobile network
operators to enter into multiple partnerships. Thus, initially, only banks and deposit-taking financial
institutions were allowed to perform mobile money transactions, while telecommunication companies
functioned only as agents and provided infrastructure (Sawyer and Welch, 2018).

Conditions for Success and Implications for Sudan

By 2011, this bank-led “many-to-many” model was recognized as a problematic mechanism for the
telecommunications companies (telcos) as the business case for investment was not lucrative enough to
incentivize investment (Tagoe, 2016). Eventually, banks took a leading role in operating the mobile
money service and owned the agent networks as well as customers. Coupled with the low interest of
Ghanaians, these corporate conditions compelled both businesses and government to reconsider the
effectiveness of the 2008 guidelines (Sawyer and Welch, 2018). In 2015, the Bank of Ghana adopted the
Guidelines for E-Money Issuers in Ghana, which clearly stipulate that “entities other than financial
institutions,” including telcos, can be licensed as dedicated mobile money providers (Bank of Ghana,
2015).

The Payment Systems and Services Act, adopted in 2019, repealed the previous Payment Systems Act
of 2003 and endowed the Bank of Ghana with primary “supervisory and regulatory authority in all
matters relating to payment, settlement and clearing systems”(The Payment Systems and Services Act of
Ghana, 2019). These functions provide helpful guidelines that can serve as a model to regulating digital
financial services in the Sudanese context (Ibid.).

1) Ensuring that financial services are extended beyond traditional branch-based channels to the
domain of every day transactions



2) Ensuring that electronic money is only provided by authorized financial institutions regulated by
the Banks and Specialised Deposit Taking Institutions Act 2016 (Act 930) and duly licensed
non-bank entities which are engaged solely in the business of electronic money and activities
related or incidental to the business of electronic money;

3) Issuing licences to non-bank financial institutions.
4) Regulating the issuance of electronic money, payment instruments, payment service providers

and electronic money business.

Nigeria: A Case Study of Failed M-Banking

While mobile money has been successful in East Africa’s largest economy - Kenya, it has failed to take
off in West Africa’s leading economy - Nigeria. It has been widely argued that the main reason behind
contrasting outcomes in otherwise comparable contexts of these countries has been the divergence
between regulatory regimes (Llewellyn-Jones, 2016). While Kenya adopted a “telecom-led” approach
for the development of the mobile money ecosystem, Nigeria has chosen a “bank-led” model.

Conditions for Failure and Implications for Sudan

The main motivation behind adopting the bank-led model in Nigeria has been linked to protectionist
approaches in order to avoid money laundering and economic inefficiency that could be induced by
deregulation. However, as a result of heavy regulations and government control over the mobile money
industry carried out via the Central Bank of Nigeria, the regulatory environment has become less
attractive for telecommunication companies. Their participation has been limited to providing
infrastructure, which reduces their incentives to invest and develop the technology in the country. On the
other hand, banks also lacked the incentives to invest in mobile money, as they had to shift their focus
from wealthy individuals to typically “poor” customers. Moreover, unlike telcos, banks did not have an
adequate distribution model to operationalize mobile money mechanisms.

Red tape and superfluous government intervention have impacted business interests of MTN – a South
African telecommunication company with successful mobile money platforms in a number of other
countries. The Nigerian Communication Commission imposed a $5.2 billion fine on MTN for failing to
deactivate users who had not registered appropriately by proving their identity information (BBC News,
2015).

Importantly, in spite of the Nigerian government’s decision to permit non-financial companies to apply
for mobile money licenses in 2018, no progress has yet been achieved. Excessive regulatory burden still
remains the main obstacle in front of new entrants, which slows down the licensing process. Currently
The Central Bank requires that companies, including mobile operators, set up separate corporate entities
with minimum capital of $13m, which excludes a lot of small contenders (Financial Times, 2021).

The case of Nigeria demonstrates that a protectionist approach by the Central Bank can be a restraining
factor for the development of mobile money. Sudanese regulatory framework should aim to strike a
balance between policy objectives for financial inclusion, and security of payment systems. Regulations
should also eliminate regulatory tape and set simplified entry requirements for telcos in order to build an
enabling environment for the growth of the m-banking industry.

Bangladesh: A Case Study of Successful M-Banking

BKash was started by BRAC Bank Limited, a commercial bank in Bangladesh, in 2011. The Mobile
Financial Services regulation of 2018 and Bangladesh Financial Intelligence Unit (BFIU) Circular 20
are the two major pieces of regulation that regulate the operation of MFS companies. In particular, under
this set of regulation MFS are required to be majority owned by a licensed bank, in addition to
complying with anti-money laundering, counter terrorism financing, and KYC requirements (The
Financial Express, 2021). All new MFS providers must have Bangladesh Bank approval.



Interestingly enough the Bangladesh Bank regulation requires all MFS platforms to have a non-bank
equity partner to facilitate innovation. The MFS can partner with a Mobile Network Operator as an
equity partner provided the Bangladesh Bank approves the investment.

To protect consumers, the BB institutes a number of requirements on MFS platforms. Under the above
structure, MFS platforms will be subject to both offsite and onsite supervision by the Bangladesh Bank.
Moreover, MFS platforms are required to provide customer redress mechanisms which are overseen by
the BB. The BB has also mandated that MFS platforms will have to engineer for interoperability, in
order to enable wider financial access for customers while simultaneously expanding the customer base
of each MFS platform. MFS platforms will be required to hold the aggregate of all virtual balances of
customers in real nominal cash in accounts stored by the commercial bank equity partners.

Importantly, MFS platforms are not able to lend out their own funds (customer balances), but are able to
act as the digital intermediary for the commercial bank partner in disbursing loans and accepting
repayments. In other words, MFS platforms are able to act as the technology layer on top of banks and
are not able to lend their own customer balances, but can be used to provide a digital method for
interfacing with banking services.

Conditions for Success and Implications for Sudan

Similar to Kenya, regulation was formed after successful deployment of an m-banking initiative. Unlike
M-Pesa, bKash was started and already majority owned by a bank, so the seemingly tougher regulatory
requirement in Bangladesh of being majority bank owned was not excess regulatory burden for the
already existing MFS platforms.

Niger: A Case Study of Failed M-Banking

Research in Niger using mobile money as an intervention has found that mobile money interventions
improve several metrics of wellbeing: diet diversity, improved child nutrition, time saving, increased
decision making power for women, and cost savings (after initial cost of mobile phone distribution).
((Aker, Boumnijel, McClelland and Tierney, 2010). Despite these benefits, mobile money has failed to
take off in Niger. Research suggests this is due to low agent density (Aker, Prina and Welch, 2020). This
is a chicken and egg problem, where mobile money companies won’t invest in widespread agent
availability before there is a wide customer base, but a wide customer base can’t be established before
there are agents from whom to deposit/withdraw money.

Conditions for Failure and Implications for Sudan

The Niger example shows that a lack of agent density in rural areas where there is high demand for
m-banking can cause an m-banking initiative to fail. To address this, Sudan must take steps to ensure
any m-banking initiative is accompanied by planning to ensure  there is a suitable agent network as well.

Section 4 - Limitations

While m-banking is indeed an important tool that must be developed and deployed on a more broad
scale within the Sudanese context to assist in addressing the economic, digital, and gender divide within
the nation, significant limitations to the adoption of this tool remain. These include lack of sufficient
cash to meet customers’ demand, which remains one of the challenges of mobile money in developing
countries. Even in successful models such as Kenya’s, nearly 20 percent of M-Pesa users report that they
are unable to receive money from an agent at the time of demand (International Finance Corporation,
2017). Additionally, users of mobile money in less developed contexts frequently report problems with
delayed SMS after transactions, or differences between their personal records and bank records. This
issue is further exacerbated by technological illiteracy of customers as well as cash in and cash out
agents (Hossain and Sarker, 2015). Reading SMS and managing passwords becomes another challenge
for those who are illiterate.



In rural areas where mobile money systems are most needed, customers are likely to face frequent
network failure issues. Especially facing these problems at the time of transaction reduces trust in
mobile money and induces confusion regarding security and reliability of the system. Furthermore, only
47% of the rural population in Sudan has access to electricity (IEA et al., 2020). This creates major
difficulties  for effective use of mobile money because charging a mobile phone becomes an issue.

A Note on the Limitations of Microfinance:

Whether microfinance is an effective tool in alleviating poverty continues to be a contested issue, as
scholars and practitioners alike have argued for its potential to compound rather than alleviate poverty
because the majority of microfinance loans are used to fund consumption (McDonald, 2015). In South
Africa, this number is as high as 94% (Ibid.). Scholars argue that even when new businesses are initially
started using microfinance loans, businesses immediately encounter a lack of aggregate demand because
they are started in poor areas. These businesses either go under or displace other businesses in the
community, resulting in a net zero gain.(Ibid.).

If the newly founded businesses fail, there is no way for the borrowers to repay their microfinance loans,
thus perpetuating a cycle of borrowing (McDonald, 2015). Impressive repayment statistics overlook the
fact that borrowers sometimes borrow to pay back their loans, or forego basic necessities in order to pay
their high interest microfinance loans (Walt, 2012). Thus, the loans are not used for income generating
activity. Some experts argue that the more important intervention to alleviate poverty is to first enable
savings, possibly via mobile money platforms (Ibid.). Some scholars go as far as to argue for direct
money transfers, as opposed to “predatory” microfinance loans that can’t be repaid, given that direct
money transfers bypass the challenge regarding lack of aggregate demand (McDonald, 2015).

Additionally, it is important to highlight the reality that to date very few rigorous evaluations of
microfinance exist with one of the few existing systematic reviews going so far as to state that there is
little to no evidence that microfinance works, largely as a result of the lack of rigorous studies of
microfinance (Maren Duvendack et al., 2011; EY, 2014).

A Note on the Limitations of Microfinance and M-Banking to Empower Women:

While this memo is advancing the recommendation that m-banking be utilized to specifically increase
the penetration of microfinance initiatives for the purpose of empowering women, these initiatives can
sometimes lead to unintended negative consequences. Studies have shown that some women who
participate in microfinance activities become the victims of domestic violence as their partners turn to
abuse in order to gain control over the extra income that is generated (Badri, 2013).

Section 5 - Recommendations

In order to bridge the gender and digital divide through the use of renewable energy, this paper makes a
number of recommendations:

1) Given Sudan’s payment of arrears and its joining the Better than Cash UN alliance, newly
reestablished access to World Bank financing should be dedicated to developing a pilot project that
trains community agents as both disbursers of microfinance loans and m-banking guides. This pilot
project should remain in line with existing microfinance initiatives being undertaken by the CBoS in
order to ensure synergy of infrastructure creation and accelerate adoption of m-banking services slowly
being offered within the country. Community agents should be women to aid in bridging the gender
divide, perhaps drawing upon the vast network of tea ladies who collectively function as a ubiquitous
community infrastructure in the Sudanese context (Saeed, 2021).

a) Review of the regulatory environments regarding digital financial services in analogous contexts,
particularly the cases of Kenya and Bangladesh, demonstrate that the best regulatory model that



could be adopted in Sudan is “sandbox” regulation. This approach would require the Central
Bank to set up a pilot regulatory framework enabling the private sector to test their services,
business models and delivery channels prior to adopting formal regulations.

b) Second, the case of Niger demonstrates that lack of agent density can be a major impediment to a
successful mobile money program. This creates a strong case for engaging women as community
agents in mobile money initiatives who are already widespread providing services, such as tea
ladies, who can simultaneously act as disbursers of microfinance loans in line with the Central
Bank’s microfinance initiative. Employing tea ladies as the core infrastructure of a mobile money
network further aids in bridging the gender divide.

c) Third, given recent efforts by the Central Bank of Sudan to curb the spread of mobile payments
and interviews with the UN Country office that reveal the Central Bank can be reluctant to adopt
innovative approaches, it is important to design recommendations with political interests in
mind. This approach co-opts the existing political inertia behind the Central Bank’s national
microfinance initiative to establish mobile banking infrastructure (agent dispersion for
distribution of digital funds) at the same time.

2) Given that there is insufficient evidence clearly indicating the effectiveness of microfinance as a tool
of poverty alleviation, the UNDP should invest in rigorous studies to test the efficacy of expanding this
modality within the Sudanese context.

3) The UNDP should identify and continue to make grant funding available to local organizations
actively working to achieve the sustainable development goals on gender equality and on access to
affordable and clean energy such as solar etc. In doing so, the UNDP can help amplify successful local
efforts and where necessary provide guidance and training that empowers and positions local women as
the leaders.

Section 6 - Conclusion

Sudan finds itself at an unprecedented moment historically. After almost three decades, Sudan is now
once again eligible to engage with the World Bank and gain access to approximately $2 billion in
funding (The World Bank, 2021a). All this while emerging from three decades of rule under President
al-Bashir in 2019, adopting a transitional government, and even securing a peace deal with Sudan
Revolution Front (SRF) on October 3, 2020 (The World Bank, 2021b) Sudan’s future, like its past,
promises to be rife with both opportunity and challenge. One thing, however, is clear: the empowerment
of women, the shrinking of the digital divide, and the lifting of almost 50% of Sudanese citizens out of
poverty depends on the ability of the government, partner agencies, and private entities alike to adopt
innovative microfinance initiatives that are primarily deployed via m-banking platforms. By serving the
underbanked, making use of significant domestic mobile usage rates, and looking to successful models
adopted in other nations of similar profiles, Sudan has the opportunity to build back better and pursue
the 2030 Sustainable Agenda in a way that prioritizes equity, sustainability, and ensures that no one is
left behind.
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