| |
NN
Uanicoqs
Bapdonall SHLGN PipKiigs

A Vision for the Development
and Expansion of
the Microfinance Sector in Sudan

PREPARED BY

UNICONS CONSULTANCY LTD.
KHARTOUM, SUDAN

July, 2006




A Vision for the

%

2

! # §
0 *+,
&
$
+34*563*6+

73849+83:996+



A Vision for the

CONSULTANTS & EXPERTS
WITH A DIRECT CONTRIBUTION TO THE STRATEGY FORMULATION

ABDELGADIR( Khalid E. %

ABUKASAWI( Mustafa J.

* — —
N

ABUSAMRA( Mohammed T§ %
BiLAL( Abdelrahim A.
EL-HAG( Omer M.
EL-MAHDI( Abda Y.
FAGEER( Mohamed K. % = W/

FARAH, Jafaar M. ;" ( %/
FARIS( Arbab I. B. % ("

HASSAN( Abubakr 1. % - ( /
IBRAHIM( Badareldin A$ % ("

L] L]
N
1
(@]
=

%

3+

MoHAMMED( Abdelmajid K.

o
)

GUENENA( Nemat A. @
KADER, Hadil A
MoussA, Magdi M. @

@ >
@ >
@ >

(S)



A Vision for the



2&(

A Vision for the

Acknowledgement
1 & (
§< )
§
-§
- §
- @
A B

§2

% <

Abda Y. EI-Mahdi

! # §



A Vision for the Development and Expansion of the Microfinance Sector in Sudan




A Vision for the Development and Expansion of the Microfinance Sector in Sudan

THE GOVERNOR’S NOTE

$
_ g
- - -
- A 3 (
& ( ( (- (
( (
- i<
$
( 1 &
- - $
§2
- 1 # i< E
$
§< - -
oo
$ (

§< (



A Vision for the Development and Expansion of the Microfinance Sector in Sudan

! # § - '



A Vision for the

Table of Contents

L PREFACE 44
__EXECUITIVESUMMARY 46
L INTRODUCTION *4
_______A. Microfinance in the Global context . - *4
I B. MicrofinanceinSudan ] *5
1. THEVISIONAND GUIDING PRINCIPLES *3
_111. CREATING A CONDUCIVE LEGAL AND POLICY FRAMEWORK | 54
_____A Reviewing the Banking Law and CBS Policy | 54
.. B R T L 2 5%
82 -& " 5%
N i. New MF Banks Licensing | 55
____________li.Capital Requirements 55
e iii. Capital Adequacy ] 55
____________lv.Limits on Unsecured Lending and Providing of Loans | 56
I S H - 56
I 6 "2 - N 56
_____B. Diversifying the range of MF Services and Products | 59
L 4 - - < ] oo & #oo 59
] L T 59
_____C. Examining Alternative Collaterals Mechanisms | 5, .
L 4 v 5, .
] i B 58
! S N B 5:
R 68 b 5:
! I 53
_____D. Establishing A Specialized MF DepartmentincBs | 6+
_1V. ENHANCING THE ROLE AND SUPPORTING THE GROWTHOFMFIs | 6%
_____A. Development of SustainableMFIs | 6%
_____ B. Effecting the Role of Banks in Provision of MF Services | 65
L a o ! 65
1. Mapping the Served versus Un-Served or Underserved Services | 65
L ii. Defining the Target Clients and Studying their Needs | 65

*$ - " 66
____________lLUsing Less Costly and More Innovative Approaches | 66
L ii. Creating Linkages Between banks and NGOs &CBOs | 66
. iii. Cost Analysis and Pricing | 66
! C. Developing the Non-BanksMFIs | 69
B $& T 69
B S - 6,
V. ESTABLISHING A SUPPORTIVE INFRASTRUCTURE | 68
L A. Creation of a Supportive InformationBase | 68
. & < 68
R I - r & =Y 68
B B. Supporting the Establishment of a Microfinance Network | 68
B C. Establishing an Umbrella Organizaton | 6:
B D. Establishing a Self Regulatory Organization | 63
L 4 - & b 9t

sH - ? - - 9t
o E. Building the Capacity of MFIs | 9t

< A - & " - 94
TS * $ <# ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 9 *
) 5% -1 & T 9*
VI. CoNcLusION ! B
VII. ACTION PLAN 99



ABS
AIBF
BDS
CBS
CBO
CGAP
CPA
EAP
FHHSs
FSS
GEP
IDPs
ICB
IDP
IMF
MFIs
MF
MIS
MOFNE
MON
MSEs
NGO
NPF
0SS
PASED
PAR
SAP
SD
SDF
SHG
SRO
SSDB
TOT
WB

A Vision for the Development and Expansion of the Microfinance Sector in Sudan

List of Abbreviations

& L
& - %
& - C
B
A
E
1 &
%
%
II_ C
II_ C
D%
?'
E -
%
II_ C
<



A Vision for the Development and Expansion of the Microfinance Sector in Sudan

Preface
< H%
H E 1 & " =18 > -
= I
( S -t & *
[ 1 # = >( 1 ( .
-§2 - E(
; @ = @ -
( - - $
< - E : -
( - ; - (
- - $
< E E - ;" ; %

a) Supporting sustainable livelihoods by alleviating poverty and building assets that can
minimize vulnerability and exclusion.

b) Augmenting productive investment for job creation.
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CREATING A CONDUCIVE LEGAL AND POLICY FRAMEWORK
To promote inclusive financial systems and support the growth and development of the financial
sector at the bottom of the market

A. Reviewing the Banking Law and CBS Policy
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B. Diversifying the Range of MF Services and Products
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ENHANCING THE ROLE AND SUPPORTING THE GROWTH OF MFIs
To "Develop and provide an institutional and regulatory framework that is supportive of market
oriented approaches in the delivery of broad based financial services.

A. Development of Financially Sustainable MFIs
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B. Effecting the Role of Banks in Provision of MF Services
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ESTABLISHING A SUPPORTIVE INFRASTRUCTURE

To provide financial institutions with the required human, financial, capital and information

resources to offer effective and sustainable services

A. Creating a Supportive Information Base
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I. Introduction
A. MICROFINANCE IN THE GLOBAL CONTEXT
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Women, who are more vulnerable to the negative impact of poverty, on the other hand, can benefit
extensively from the services and goods provided via the microfinance industry$
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Microfinance is also a lucrative business if it is done right$ -
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B. MICROFINANCE IN SUDAN
WHO ARE THE PROVIDERS OF MICROFINANCE IN SUDAN
The providers of microfinance in Sudan can be classified into 4 major categories

The Banking Sector: < *5 " - .2 L
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Apart from banks (commercial and specialized), microcredit in Sudan is extended through a plethora
of NGOs (local and international), rural development schemes, and government social funds.
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Outreach to the poor is still limited among many microfinance institutions$ ( " (
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formal banking system, as it is structured at present, is not designed to serve the financing
needs of the poorer segments of the Sudanese society$

Among non-bank MFIs, donor dependency has limited their outreach$ - B (

The absence of a satisfactory definition of poverty and methods of identification of the
economically active poor (the microfinance clients) has inhibited credit flows to these

excluded segments of the population§ < ( -
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One of the major factors negatively affecting the expansion of microfinance services is the
lack of needs assessments for targeted clients : % -
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diversification remains a problematic issue$ ( banks have placed little emphasis on
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the development of microfinance products that are appropriate to the needs of the poor$
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used as a tool for financing community services that meet a public need or provide direct benefits to
local communities. < N | ( - ;
- ( ( ; : X
§ E >
§ < -
J ; (5 (
- E 3§ -
= "> ; -
- T %S

The dominance of short-term (current account deposits) and sales-based modes of finance and the
meager use of MSEs-friendly equity financing modes constitute barriers to effectively extening

financing to MSEs. < murabaha
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= > murabaha salam§ < - C
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; - $ The outcomes are a short-

term nature of financing, an uneven distribution of the increased banking finance among sectors
and a low share of finance to MSEs.

The absence of institutional credit guarantee systems operating currently in Sudan with the
exception of that offered on an individual basis$ < ;-
C ( ; 8
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Lack of exposure to worldwide microfinance good practices coupled with a lack of training in
microfinance facilitation and management constrain service providers’ ability to manage and
operate programs that effectively and efficiently provide microfinance services to the poor. This is
a direct result of the weak existing efforts at capacity building in this sector in Sudan$
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The training and experience of the personnel in commercial banks is unsuitable for servicing poor
clients$ - 5 - -
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- - ( lending procedures followed by
banks are conventional and are not tailored to the conditions of the microfinance clients.

2 - . . ( the shortage of qualified credit and micro
enterprise specialists -
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- § Performance as microfinance providers is limited by the widespread
perception that the loan is a gift and by the associated resistance to the shift from grants to a
market oriented approach. Moreover, no emphasis has been made on savings mobilization or
inclusion of consumption loans in their packages.
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exposure and limited ongoing sharing of ideas and experiences among microfinance providers.
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rural development projects) is extremely limited. ; BT "
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government policies, NGOs and CBOs have experienced a number of problems that have
negatively impacted on both their effectiveness and their efficiency. % (
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I1. The Vision and the Guiding Principles

THE GOAL

To facilitate sustained access to financial services for the “economically active poor”* - both un-
served and underserved - in rural, semi-urban and urban areas through the expansion and
development of the microfinance sector in a cost effective and sustainable manner.

Microfinance is defined as "the provision of credit, savings, transfers and other financial services
and products to the poor in rural, semi-urban or urban areas thereby enabling them to raise their
income and improve their living standard"$
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iii) The Banking System
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I11. Creating a Conducive Legal and Policy Framework
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A. REVIEWING THE BANKING LAW AND CBS POLICIES
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1. Evaluating the Impact of Current CBS Policy
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Moreover, the currently practiced Islamic mode for deposit taking (on a non-interest bearing basis)
does not encourage saving. This aspect should be studied with a view to reviewing the Islamic
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interpretation, or to treat micro savings as a pool for investment funds to be operated on the basis of
"Mudaraba," thereby yielding profits to savers.

2. Conducive Modes for Increasing Savings
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IVV. Enhancing the Role and Supporting the Growth of MFIs

A. DEVELOPMENT OF SUSTAINABLE MFIs
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B. EFFECTING THE ROLE OF BANKS IN THE PROVISION OF MF SERVICES

1. Studying the Market: Demand on MF Services
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2. Expanding the Outreach

i. Using Less Costly and More Innovative Approaches
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C. DEVELOPING NON-BANK MFIs

1. Building on the Experience of the Sudanese Postal Authority
< b - % : : 4345 5 -
E

B - - -

-
1
1
(ep]
1



2.

§
94
§
Bll (

A Vision for the Development and Expansion of the Microfinance Sector in Sudan

D - (
- 3 > " o- : - - >
$
; ; J , ;
B" ( - A (
1 & " : " -
1 & "D § ( C
( - A -
C - -
; < - - - B*" ;
( ( A
P 43331 D# Q- - "
(



A Vision for the Development and Expansion of the Microfinance Sector in Sudan

V. Establishing a Supportive Infrastructure

A. CREATION OF A SUPPORTIVE INFORMATION BASE
1. Information on the MF Sector
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C. ESTABLISHING AN UMBRELLA/APEX INSTITUTION
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D. ESTABLISHING A SELF-REGULATORY ORGANIZATION
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V1. Conclusion
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VI1I- The Action Plan
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