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Introduction: Digital Transformation and Financial Services

” o«

For the past two decades, “on the go”, “around the clock”, and “real-time” have been
key features of services in fast-evolving markets around the world. The services industry
across a wide range of sectors has undergone a significant shift, transforming the
supply chain and reshaping the demand landscape'. Financial services are no
exception to this transformation journey, especially given the importance of financial
inclusion to a thriving economy. Boosting financial inclusion and access to finance can
make crucial contributions to economic development, enabling social mobility and
ensuring that the largest number of people can participate fully and effectively in
economic life2. According to the World Bank, financial inclusion means that individuals
and businesses have access to useful and affordable financial products and services
that meet their needs — transactions, payments, savings, credit, and insurance —
delivered in a responsible and sustainable way?. Financial market players worldwide
capitalized on emerging technologies to digitalize financial services to boost their
competitiveness, promote user uptake of advanced solutions and services, and
contribute to financial inclusion.

While the private sector has pioneered the digital transformation of financial services
globally, governments have been key target consumers. Realizing the need to serve
Citizens better, expedite processes, reduce operational costs and leakage in payments,
and improve overall performance, governments have integrated digital transformation
into their development plans and strategies to increase efficiency, transparency, and
security. Governments have played and continue to play a critical role in driving digital
financial inclusion through digitalizing services and payments, as they have the ability
to influence user behavior and accelerate the adoption of digital financial services.
More importantly, digitizihng government payments enhances residents’ financial
interactions with the government, resulting in measurable improvements to their lives.

The Government of Jordan has set ambitious goals to achieve digital transformation in
both its long-term and short-term plans, striving to build a digital economy. Jordan’s
digitalization efforts have been coupled with national strategies and enterprises to
expand and diversify the offering of financial services, focusing on digital and tech-
driven solutions and catering to the consumers’ needs. While it is still considered
modest, the financial inclusion rate in Jordan has been on the rise in recent years,
responding to growth in the digitalization of both incoming and outgoing government
payments. Moreover, the refugee crisis in the region that substantially impacted Jordan,
and all the humanitarian aid programs that followed, in addition to the COVID-19
pandemic and its implications on cash payments, have been critical factors in
expanding and expediting the adoption of digital payment solutions by the Jordanian
government.

The Jordan Payments and Clearing Company [(JOPACC]), a private shareholding
company owned by the Central Bank of Jordan and all commercial banks in the



kingdom, is committed to promoting a comprehensive digital financial ecosystem as a
major driver of digital financial inclusion and a digital economy in Jordan. It works to
ensure that digital payments in the kingdom are safe, efficient, interoperable,
accessible, and up to international standards. The fifth strategic pillar of JOPACC's
current strategy focuses on analyzing services and financial market trends and
producing and disseminating data-driven knowledge that informs decision-making
among sector stakeholders. It is a firm believer in the value of comprehensive
knowledge for both the decision-maker and the end-user to ensure the active and
sustained usage of digital financial services. It further views knowledge as one of the
cornerstones of increasing financial inclusion, as better-informed users are more
inclined to use digital financial services actively and responsibly.

Given the importance of government payments in Jordan’s digitalization journey and
JOPACC's close collaboration with the government to provide a solid and advanced
digital payment infrastructure, JOPACC is conducting this research project to analyze
the stage of digitalization of Jordan’s government payments, as well as the progress
made and challenges encountered. This analysis endeavors to answer the research
question: How can the digitalization of the Jordanian government’s payments lead
to sustainable financial inclusion in Jordan, which empowers marginalized
segments? The findings will inform the development of policy recommendations for
the government to assist it in setting realistic plans to overcome challenges and
accelerate digitalization efforts, with the ultimate goal of improving livelihoods in the
country.

Methodology

This research employed a three-pronged approach to analysis, allowing for combining
qualitative research with quantitative research. Referred to as data triangulation, this
approach utilizes a variety of data sources to increase the validity and reliability of the
findings. This report utilized secondary research, primary quantitative research, and
primary qualitative research to answer the research question and form conclusions and
recommendations. The produced analysis combines multiple data sources, holistically
reporting on all of them to provide a macro picture of the government payment
ecosystem while also utilizing micro insights from the different methodologies utilized.

I Secondary Research:

Secondary or desk research is used to form a comprehensive understanding of the
overall market structure and landscape, trends, behaviors, and identifying sources
supporting primary research. This was the first research method used for this project.
The process included a comprehensive review of the pre-existing literature, research,
and publications on inward and outward government payments. This included the
government’s digitalization vision and announced plans, reported progress and service
adoption, and related decisions made. This phase was vital as it positioned the overall



research project within the scope of the modern trends in government payments.
Furthermore, this approach was utilized to formulate several hypotheses which provide
the primary input for the subsequent research approaches.

I Quantitative Primary Research

Quantitative research is the process of collecting and analyzing numerical data. It can
find patterns and averages, make predictions, test causal relationships,
and generalize results. Two quantitative research methods were used for this project:

1. System Transaction and User Behaviour Analysis:

This approach included a quantitative analysis of available data on digital government
payments to understand the adoption of digital payments to the government. This was
achieved by an in-depth analysis of the eFAWATEERcom System (Electronic Bill
Presentment and Payment System] owned by JOPACC. As part of this approach, the
appropriate transaction data were specified, the data custodians identified, the data of
64 government billers obtained, and the analysis of transactions and user behavior was
thoroughly conducted. The analysis period covered the starting date of the system’s
inception in 2014 until October 2022.

2. Face-to-face Interviews with End Consumers:
Survey research entails gathering data from people interactively. To understand the
sentiment, challenges, and trends regarding the usage of government services and the
pertaining payment behavior of Jordanian residents, face-to-face Computer Assisted
Personal Interviews (CAPI)? were conducted via a controlled sample from multiple
governorates comprising 1,016 mixed-gender respondents, where 79% were financially
included, and 21% were financially excluded. The data collection survey was a
structured survey designed by the research team and conducted by the market
research firm “Ipsos”, which allowed respondents to provide close-ended answers that
could be quantitatively analyzed. Each interview lasted around 25 minutes, and the
interviews were conducted from Sept 16, 2022, through Oct 12, 2022. Additionally, the
methodology included a pilot interview phase in which the sequence of the
questionnaire was verified, and the performance and capabilities of the interviewers
were evaluated prior to conducting real interviews.

a CAPI, or Computer-Assisted Personal Interviews, is a method of collecting data through face-to-face
conversations. This method involves using a tablet, mobile phone, or other computer devices by the
interviewer to capture the responses given during an interview.

5

-y



 Qualitative Primary Research:

Qualitative interviews allow for one-to-one time-intensive discussions with key persons
to learn more about their unique experiences. They are crucial to getting insights and
views from direct sources and are useful when detailed information about a person’s
thoughts and behaviors is needed. As part of this research, six face-to-face qualitative
in-depth interviews with sector stakeholders were conducted. These included
decision-makers from government entities responsible for orchestrating, regulating,
and executing digital transformation, in addition to customer-facing and serving
government entities and a prominent business association. The interviews sought to
examine several aspects of the digital transformation in payments of government
entities, with the intention of better understanding implementation strategies, progress,
challenges, and needs associated with each entity’s journey.

The interviews were conducted by an expert interviewer who used a special
“discussion guide” designed based on the research objectives indicated by JOPACC. In
addition, a JOPACC researcher attended the interviews to allow for interference and
probing wherever necessary. The method used to analyze the interviews was the
inductive thematic content analysis method, which begins with weeding out biases and
establishing overarching impressions of the data. Common themes were formed
organically, which helped identify repeated patterns across the data set. As in all cases
of qualitative reporting, data was analyzed anonymously without direct references to
the respondents. Qualitative analyses are ideal when trends, patterns, and anomalies
are reported across the entire sample and not per respondent. All respondents were
given the freedom to participate and were informed their feedback is treated with
confidentiality.
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Section I: The Government of Jordan and Digitalization

1. Government Financial Management

The Organization for Economic Co-operation and Development (OECD] has
highlighted financial management as one of the governments’ critical competences in
implementing national plans and meeting the needs of citizens*. In fact, government
financial management represents a linear, traceable, and quantifiable trace of the
government’s actions, commitments to its promises and obligations, and overall
efficiency. As is the case with the financial management of other types of entities,
governments’ finances can be viewed as belonging to two primary categories:

A] Expenditure- that is the money that the government spends.
B] Revenue- that is the money that the government acquires.

On the expenditure side, governments can either engage in current spending or capital
spending. The former describes annual short-term expenses, including wages and raw
materials, while the latter describes long-term investments in infrastructure and assets
such as roads.

Such transactions can be categorized into multiple payment types, reflecting the actors
involved in the transaction. The first type is when governments make payments to
individuals (e.g., social welfare payments), termed Government-to-Person (G2P)
payments. Next is when governments make payments to businesses (e.q.,
procurement of goods or services), termed Government-to-Business (G2B) payments.
The final type refers to inter-governmental transactions (e.g., foreign aid payments),
termed Government-to-Government (G2G).

Government revenue, on the other hand, largely comes from taxes and trade tariffs,
fees for administered services, and revenue from capital assets and investments®. Quite
commonly, government spending plans outweigh their revenues. In such an event,
governments can opt to issue bonds to investors to reduce differences between
revenue and expenditure®. As is the case with expenditure, government revenue can
be categorized into multiple payment types that reflect the actors involved in the
transaction: when individuals pay the government (e.g., Paying taxes), it is a Person-to-
Government (P2G] payment. As for businesses, their payments to the government (e.g.
corporate tax] are termed Business-to-Government transactions (B2G). As is the case
with expenditure, G2G payments can also be considered a source of revenue.

Premchand, in their book titled “Effective Government Accounting”, highlighted the
high-level steps that fall under a government’s financial management, both on the
expenditure and the revenue sides. For expenditure:



Stages for Government expenditure (Premchand, 1995])

Figure 1: Stages for government expenditure (Premchand, 1995)

Stages for Government Revenue (Premchand, 1995])

<
Figure 2: Stages for government revenue (Premchand, 1995]) ,‘




As for the revenue side of financial management, the following steps arise:

While the author had specified stages (5) and (6) in expenditure and (2] and (3] in
revenue as those directly addressing payment, they nonetheless stressed the
importance of harmony and efficiency throughout the whole process. In fact, while
this research focuses on the digitalization of government payments by looking directly
at the payments it makes and receives, this should be taken as a proxy for overall
financial management and the potential value derived from its digitalization and
automation.

Governments across the world are usually the largest users (both in terms of value and
volume) of their government’s payment systems®. Furthermore, they are unique within
an economy, given the diversity of their payers and payees. This is because, unlike
businesses or NGOs, government services are used by all, and those from differing
socioeconomic backgrounds would have to either contribute to (through taxation) or
benefit from government funds (through aid).

Their unique position has endowed governments with special influence over the
success of different modalities for payment within their respective jurisdiction®.
Governments can, therefore, sway public usage of a payment modality, such as a digital
payment system, by receiving and making payments through it. Due to the sheer scale
and frequency of government payments, the value of digitalizing them transcends
efficiency and financial savings. It additionally holds the potential to increase financial
inclusion within their respective country. In doing so, the tangible and non-tangible
value and goals associated with high financial inclusion rates can be added to those of
digitalizing government payments.

The previous discussion covers the tip of the iceberg; that is government financial
management and accounting, fiscal and monetary policy, and public sector
economics. That said, the scope of this research will be limited to the payment aspects
of government financial management. More specifically, we aim to focus on the
digitalization of payments made between individuals and the Jordanian government,
or P2G and G2P payments. The ultimate impact of said digitalization shall be assessed
through quantitative and qualitative means.

2. Digitizing Government Services in Jordan

The e-government journey began in Jordan in 2001.'9 While the general objectives of
the awaited e-government project were set, which include providing the necessary
infrastructure, ensuring data availability with the highest accuracy, and improving
service delivery!, among others, the rollout plan started with renaming the Ministry of
Communication and Information Technology to the Ministry of Digital Economy and
Entrepreneurship (MoDEE) in May 2019, endowing it with the responsibility to lead the
digital transformation process of the Jordanian government.'? With this rebranding, the
ministry expanded its mandate to include promoting digital economy enablers in the
country, from digital services and digital infrastructure to digital entrepreneurship, in
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addition to supporting job-creating entrepreneurship and enhancing the overall
performance of the national economy.” Following this amendment, the new ministry
issued the National Digital Transformation Strategy & Implementation Plan (2021-2025)
and the National Entrepreneurship Policy and its five-year implementation plan (2021-
2025]), both of which laid the foundation for the digital transformation process.

In 2019, the Cabinet made a key Decision [No. 6425), obligating the government to
digitize its payments'. The timing of this decision has served Jordan well, paving the
way for enabling digital payments right before the outbreak of the COVID-19 pandemic.
Digitizing government payments has risen in criticality following the outbreak of
COVID-19 as the government quickly moved to take necessary measures to respond to
the developments at the required pace.”®

At the start of the pandemic, and with the leadership and support of the Central Bank
of Jordan, the government announced the adoption of digital channels as an alternative
to using cash in many of its payment programs and urged citizens to start using mobile
wallets to make and receive payments, pay bills, and conduct other types of financial
transactions. The Ministry of Labor encouraged employers to transfer salaries that were
paid in cash through digital channels, and many governmental and non-governmental
institutions have adopted mobile wallets to transfer salaries and financial assistance,
such as the National Aid Fund and the Social Security Corporation, in addition to several
UN agencies. Moreover, the Central Bank of Jordan allowed the digital and remote
registration of mobile wallets and enabled sending remittances using them. Many
banks have also provided cardless deposit and withdrawal services to mobile wallet
users through their ATMs to expand access to services.'® Besides the multitude of
benefits digital payments have brought to people’s lives, it has equally served the
government by enabling the collection of its funds instantly.

In 2020, the World Bank announced the launch of a new project in Jordan in
collaboration with MoDEE to improve digital services and job opportunities called
Youth, Technology, and Jobs (YTJ), with funding worth 200 million Jordanian dinars.”
Allocations for digital transformation projects are also included in the government’s
general budget. The Government’s Economic Priorities Program for the years (2021-
2023) includes six major projects, namely:'®

1- Digitizing government services of highest priority, as the government seeks to
digitize the most important 20% of government services that serve 80% of
citizens by 2023.

2- Enabling digital government payments and the e-Invoicing system, as the
government aims to transform 60% of its payments into digital payments by
2023.

3- Increasing connectivity and broadband access from 81% in 2019' to 100%, which
should be achieved no later than 2023.
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Developing the “Sanad” application and activating the digital identity
functionality by the end of 2022, where citizens can obtain government services
through the 'government’s digital identity platform available on the Sanad
application. Sanad was launched in 2020 and has been expanded in 2022 to
include a wider range of services.

Developing the necessary infrastructure for national data that contributes to the
digital transformation process by the end of 2022.

Approving the Personal Data Protection Bill. This was partially achieved as the
Cabinet passed the Personal Data Protection Bill on Dec 29, 2021.2° Subsequently,
the bill was referred to the House of Representatives for discussion and
approval.

It is worth noting that the National Digital Transformation Strategy for the years (2021-
2025] includes a set of procedures and frameworks promising to complete the digital
transformation process in 2025.

In order to get a comprehensive view of the stages and developments of digitizing
payments in Jordan, it is necessary to capture the development of infrastructure and its
effectiveness for implementing payment digitization projects, in addition to the legal
framework and legislation that support the digital transformation process, and finally
the financial inclusion status in Jordan and the foundations that back its progression.

3. Payments Infrastructure in Jordan

The national payments ecosystem in Jordan is comprised of the following infrastructure
components?":

1-

The Real-time Gross Settlement System (RTGS), which conducts wholesale
transactions between its participants, namely commercial banks, and
settlements of other payment systems in the kingdom.

The Automated Clearing House System (ACH), which targets corporate retail
transactions between bank accounts.

The Electronic Cheque Clearing System (ECC), which processes cheque
payments.

Jordan’s ATM switches that enable interoperable ATM services across the
kingdom, such as JoNet.

eFAWATEERcom - the Electronic Bill Presentment and Payment System.

CliQ, which enables instant micro and small transfers between bank accounts
and from bank accounts to mobile wallets, and is interoperable with JoMoPay
and the POS infrastructure.

JoMoPay, which is an electronic system that enables instant micro and small
mobile payment services, serving mostly the unbanked population and offering
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them a similar financial account experience. Mobile wallets in Jordan are
connected through the JoMoPay switch so that financial transactions can be
made between mobile wallets and between mobile wallets and bank accounts.
JoMoPay is fully interoperable with several payment schemes, such as
eFAWATEERcom, CliQ, POS, and ATM systems.

POS payments, which are offered through merchant acquirers in Jordan
accepting all major international card schemes, among other payment options.

These systems align with the Central Bank of Jordan’s vision of a resilient national
payment system that captures cutting-edge technologies to introduce advanced
payment services and solutions capable of catering to the payment needs of all those
living in Jordan.

According to the National Digital Transformation Strategy (2021-2025), the digital
infrastructure includes a set of components that must be studied and developed to
complete the digital transformation process. This research sheds light on the
components related to the digital payment infrastructure below?*:

Internet of things (loT): The Jordanian government, through the
Telecommunications Regulatory Commission (TRC], issued instructions for the
loT system in mid-20202% and licensed the first company to provide |oT services
in Jordan on Jan 31, 20222,

5G: The government gives priority to starting the operation of the fifth-
generation technology in the kingdom?®, and it is part of its economic plan for
the years (2021-2025). In general, Jordan enjoys a high percentage of internet
users, reaching 100% in 2021.26

Cyber Security: The current Cybersecurity Strategy, published by the Ministry of
Digital Economy and Entrepreneurship (MoDEE), covers the years (2018-2023)%’

Blockchain: In 2020, the government announced the formation of a technical
committee to study blockchain technology and the effectiveness of its
application in the telecommunication and information technology sectors.?8

Open-Source Solutions: The government seeks to incorporate open-source
solutions in its bids by at least 50% as they are more efficient for saving time and
cost.?

Cloud Platforms and Disaster Recovery Services: The government issued the
Cloud Computing Services Policy in 2020, which will be reviewed and updated
every three years3° This policy also covers data recovery centers and their
requirements.
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- Open APIs: An API Policy was prepared in 2020, encouraging interoperability
between government systems.3! The government directed the Ministry of Digital
Economy and Entrepreneurship to conclude the work on the “Jordan as a
Platform” project before 2020, which provides access to government services'
APIs. It is undetermined how this project has progressed as no announcement
of its completion has been issued yet.32

- The National Optical Fiber Network: The first high-speed fiber-optic solution
provider (Fibertech)] was launched in 2019 to offer high-speed internet services
to telecom companies, which in turn supply internet to all sectors in the
kingdom.?* The government seeks to connect all government institutions on the
fiber-optic network by 2025.34

- The Secure Government Network: According to the National Digital
Transformation Strategy, 128 government entities have been linked to this Fiber
network until the date of publishing the strategy (2020).

Besides the aforementioned infrastructure components, and in an effort to expand the
offering and facilitation of government payments, the Ministry of Digital Economy and
Entrepreneurship (MoDEE] announced in January 2023 the signing of an agreement to
launch a central and reference system for the presentment of government bills, in
coordination with the Central Bank of Jordan (CBJ). As per MoDEE’s announcement, this
system will be integrated with the national payment systems of the kingdom and the
payment methods they offer, aiming to provide bill presentment and payment services
for (2,600] services by (140) government entities, encompassing both in-person and
remote services.® It is still not determined how this system will operate alongside the
eFAWATEERcom system that has been in use for over eight years for government
services and bills, among other services and bills.

The Central Bank of Jordan has pioneered the development of the digital financial
ecosystem in Jordan. Besides introducing and overseeing payment systems in the
kingdom and facilitating digital government payments, it has gone the extra mile of
regulating and enabling open banking and open finance to expand the offering of
digital financial services. Not only will this make financial transactions and services more
seamless and convenient, but it will also directly assist the government in its digital
financial transactions and operations by connecting financial institutions, consumers,
and the government in an interoperable manner, all while ensuring compliance with its
regulatory framework and standards in all related areas of integrity, security, and
protection.

Over the past few years, JOPACC played a leading role in developing Jordan’s digital
payment infrastructure. Besides managing and operating five major payment schemes
in the kihgdom - the Instant Payment System (CliQ], the Mobile Payment Switch
(JoMoPay], the Electronic Bill Presentment and Payment System (eFAWATEERcom), the
Automated Clearing House (ACH]), and the Electronic Cheques Clearing System (ECC]
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— JoPACC works on advancing the financial user experience and expanding access to
digital financial services. JOPACC is introducing its electronic know-your-customer
platform in 2023, which will enable users to onboard to digital financial services
remotely. Additionally, the company launched its Jordan Innovation Fintech Incubator
(JOIN Fincubator] in November 2022 to promote innovation in financial technology and
offer a stimulating space to build and develop new solutions and services. This unique
fintech innovation hub offers a variety of services to its participants, including access to
digital financial infrastructure for testing, validating, and developing fintech innovations,
along with access to expertise, partnerships, finance, and new markets. Ultimately,
JOPACC aims to enrich the fintech scene in Jordan and diversify digital payment services
and financial solutions that shall foster digital financial inclusion in the country.

4. Policy Context: A View of The Legal Framework for Payments in
Jordan

In 2015, the Electronic Transaction Law was issued, giving electronic records the same
legal value that paper documents have. The law has also permitted the use of electronic
signatures, which is an essential enabler of digitizing government payments in Jordan.
Consequently, the government has recently introduced the digital signature feature to
the Sanad App, enabling customers to sign their documents digitally and obtain
government services remotely. The law also obligated electronic payment and transfer
companies to obtain a license from the Central Bank of Jordan to start their activities,
which are also subject to the supervision of the Central Bank.3¢

The Central Bank of Jordan is the sole regulator of payment and transfer services in
Jordan, driven by its commitment to the needs of users. All entities engaged in payment
and money transfer activities must obtain a license from the Central Bank.3’ As part of
the Bank’s mission to improve financial inclusion, the Financial Inclusion Monitoring and
Evaluation Bylaw was adopted and put into effect by the Central Bank of Jordan with
technical assistance provided by the German Agency for International Cooperation
(GIZ) and the World Bank to track progress, identify obstacles, and evaluate results to
achieve the overall goals.38

JoMoPay, CliQ, and eFAWATEERcom are the three systems in Jordan used to make
instant, digital payments and transfers by individuals, all owned and/or operated by
JOPACC. Such systems are meant to achieve the Central Bank’s vision of improving
digital financial inclusion. The value that each system adds to the financial inclusion
growth can be identified below:

- JoMoPay, launched in 2014, has around 2.05 million users as of January 2023,
which is a significant number when compared to the total population size of
Jordan (10.2 million)3%- and a more significant share of the adult population,
which accounts for 56% of the population where adults are 18 years old and
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above- and when compared to the low financial inclusion rate Jordan has, which
is 47%, according to the Global Findex Database 2021.40

- CliQ was launched using the latest (ISO 20022) standard in 2020. Simultaneously,
the JoMoPay system was upgraded to the same ISO standard (ISO 20022) in
2021, enabling instant transfers between mobile wallets and bank accounts in
Jordan and allowing unbanked individuals to send transfers to bank accounts.

- eFAWATEERcom, launched in 2014, made it seamless for all individuals to pay
their bills digitally via bank account apps, mobile wallet apps, the
eFAWATEERcom app, the billers’ websites, and eFAWATEERcom’s website,
which offers various payment options. The system encompasses various biller
categories such as government, telecommunication, water and electricity,
financial services, and education, among others.

4.1 A Closer Look at Regulations Applicable to Mobile Wallet Providers in
Jordan

For companies providing mobile wallet services, a separate account called an escrow
account is opened at one of the commercial banks in Jordan, in which financial service
providers are obliged to preserve an amount that mirrors the total outstanding value of
their operations in a measure to safeguard users’ funds and the economy from
emerged inflationary pressures, as per the Central Bank of Jordan’s instructions.
Opening such an account and withdrawing funds from it can only take place with the
Central Bank of Jordan’s approval. The Central Bank requires that the minimum balance
is equal to the value of the issued electronic money. The Central Bank’s regulations also
state that there should be financial guarantees for the electronic transfer of funds, which
equals 30% of the company’s minimum paid-in capital value. Furthermore, the Central
Bank requires payment and electronic money transfer companies to submit a financial
guarantee, which equals 2% of the company’s capital, to ensure compliance with
relevant legislation.?! These legislations are set to protect financial clients’ funds
deposited in electronic wallets and segregate them from the company’s own money
in the event of the failure of the firm.

The Central Bank established the Consumer Financial Protection Department in 2014 to
regulate the relationship between customers and service providers, address
grievances, and set the minimum controls for marketing financial products and services
by financial institutions.

Moreover, the Central Bank's efforts have significantly increased the uptake of mobile
wallets in response to the COVID-19 pandemic. On Mar 24, 2020, the Central Bank
instructed mobile payment service providers (mPSPs) to allow opening mobile wallets
remotely without the need for individuals to reach the mobile wallet service provider
(mPSP) or any of their agents. Moreover, the Central Bank has instructed them to take
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simplified due diligence measures when verifying the identity of customers while
applying the necessary procedures and controls.*?

The Central Bank also instructed mobile wallet providers not to classify customers who

are registered remotely as high-risk customers while taking into account all necessary
procedures to determine and deal with the risk level of each customer.4?

5. A Social and Economic view of Financial inclusion in Jordan

5.1 Social View

According to the Central Bank’s Financial Inclusion Report (2018-2020), until 2017, 67%
of the population in Jordan over the age of 15 didn’t have access to any formal financial
service in terms of account ownership, 38% of adults were not included in any formal
financial services, and 24.8% of adults were not included in any formal or informal
financial services.

One of the Central Bank’s goals stated in the Financial Inclusion Report (2018-2020] is to
raise the financial inclusion rate from 33.1% in 2017 to 41.5% and reduce the gender gap
in financial inclusion from 53% to 35% by 2020. That said, there has been a discrepancy
in the financial inclusion rates provided by the Central Bank of Jordan compared to the
rates reported by the Global Findex Database of the World Bank, and this could be
attributed to the sample type and the years of study.

At the end of 2020, the Central Bank succeeded in raising the financial inclusion rate in
Jordan to nearly 50% and reduced the gender gap to 29%.4* The World Bank data also
shows that the financial inclusion rate grew by 5% during the years (2017-2021). The
percentage reached 42% in 20174° and 47% in 202146, This was a result of amending the
governing laws to increase access to financial services and ensure an effective system
to protect the financial user and enable women to access financial services.

In 2020, the demand rate for mobile wallets increased significantly; the number of
mobile wallets exceeded 1.2 million, compared to 608 thousand mobile wallets in 2019.
This massive growth in the use of mobile wallets is attributed to the continuous efforts
and measures taken by the Central Bank of Jordan and relevant stakeholders during the
period 2018-2020 to increase the uptake, accessibility, and usage of mobile payments,
in addition to the adoption of mobile wallets as a means for transferring funds and
salaries by many entities*’ in response to COVID-19 repercussions.

By way of illustration, during COVID-19, two main government entities, the National Aid
Fund (NAF] and the Social Security Corporation (SSC) declared sending payments and
providing aid via bank transfers or mobile wallets. Before the pandemic, NAF had
127,100 beneficiaries, and 5.5% of them were already utilizing mobile wallets to receive
aid. With the onset of the pandemic, the total number of people receiving aid rose to
381,000, of which 68.5% received aid on mobile wallets. SSC also initiated five support
programs to help those who were most affected by the pandemic and encouraged
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those with no bank accounts to open mobile wallets or bank accounts. Over a period
of four months, 700,000 people were able to benefit from these programs, and 12,000
received their aid via mobile wallets.*®

5.2 Jordan’s Economy

Jordan has a relatively small economy; its Gross Domestic Product (GDP) is 45.74 billion
USD, according to the latest stats of the World Bank for 2021.4° The GDP value of Jordan
represents only 0.01% of the world economy.>0

Jordan’s top five contributing sectors to its GDP are government services, finance,
manufacturing, and tourism and hospitality, respectively.® Jordan’s economy is
dominated by the government and financial sectors, and none of them could arguably
be the main drivers for economic growth but would rather serve as enablers of it.
According to Jordanian economists, the productive sectors such as agriculture,
industry, mining, and construction are mainly the lifeline for the Jordanian economy
since they contribute to creating new job opportunities and thus reducing
unemployment and recession rates.>? The unemployment rate during the first quarter
of 2022 was 22.8% 53 which is notably high, as the considerably “healthy”
unemployment rate should be between 4%-6%.

The digital economy accounted for 12% of GDP in 2020%, which helps accelerate
economic growth and job creation. To boost it further, and as part of the World Bank’s
project (YTJ), the Ministry of Digital Economy and Entrepreneurship launched the “Hafiz”
program. The program promotes the provision of job opportunities for fresh graduates
and incentivizes private sector institutions to create them by subsidizing 50% of paid
salaries (with a maximum of 200 Jordanian dinars to be paid per salary), in addition to
providing job opportunities in digital transformation projects with a salary of 400
Jordanian dinars per month. The number of beneficiaries of the “Hafiz" program
reached 4,780 people in 2021.56

6. The Government e-Payments Adoption Ranking (GEAR) and Jordan

The Economist Intelligence Unit, commissioned by Visa, first released the GEAR global
index in 2007%. Since then, it has been published 3 times; 2007, 2011, and 2018. The
study represented a multi-faceted evaluation of two primary inputs deemed
descriptive and indicative of a jurisdiction’s state of government digitalization:

a) The availability of government electronic transaction services,
b) The underlying environment of mechanisms that support digitization for all
transactions, such as policy and infrastructure.

Each of the above streams was evaluated using a number of metrics, each of which
was broken down into sub-metrics. The scores were normalized on a 0-100 scale, using
the min-max values of each indicator. As such, scores of 100 do not imply complete
maturity of an area but rather the highest possible score amongst the evaluated
countries®8,
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In 2018, 73 countries were ranked by GEAR. 34.2% were placed in the “Mature” group,
50.7% in the “Intermediate” group, 11% in the “Emerging” group, and finally, 4.1% in the
“Nascent” group. Jordan was ranked 65" on the ranking, with a score of 45, placing it
in the emerging category.

Of the 12 MENA countries ranked as part of GEAR, Jordan placed 8™. 58.3% of MENA
countries were placed in the Intermediate group, 33.3% in the Emerging group, and
8.3% (representing one country] placed in the Nascent group. Figure (3] compares the
placement of MENA countries to all countries included in the GEAR report across the
four groups.
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Figure 3: Placement of countries vs. MENA countries across the 4-groups of GEAR
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Figure 5: Distribution of MENA countries on the GEAR study by metric

Figures (4] and (5) show the percentage of countries placed in each group by each of
the metrics used in the overall evaluation, with the former displaying all the countries
evaluated as part of GEAR, and the latter focusing on those within the MENA region.
Right off the bat, one can clearly deduce the MENA's discrepancy in G2B transactions
between MENA countries and the rest of those globally included in GEAR. Jordan
places especially low on this metric, ranking 64" and placing in the Nascent category.
That said, with regards to Policy Context, over 80% of MENA countries are placed in
either the Intermediate or the Mature group, with Jordan ranking 40" next to India in
the Intermediate group. Infrastructure appears to be the area with the greatest potential
for improvement, with only 4.1% of all countries placing in the Mature group, and none
from the MENA region. Here, Jordan ranked 36", placing it in the Emerging group. The
low performance on the infrastructure metric could be the result of the dynamic and
accelerating rate of developments in the digital infrastructure realm.

With regards to the P2G and G2P metrics, which form the focus of this study, both MENA

and all countries showed better performance on P2G as compared to G2P. Jordan
ranked 68" on P2G (with a score of 45.8) and 69" on G2P (with a score of 31.3).
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Benchmarking GEAR against countries with similar Human Development Index
Scores

The Human Development Index (HDI) is a summary measure capturing three primary
dimensions of human development. The first is life expectancy, the second is length of
education, and the third is standard of living®°. The HDI was first introduced in 1990, and
it groups countries into 4 categories of human development: Very High, High, Medium,
and Low. The overall score for the world in 2019 was 0.737. It serves as a powerful
indicator of the state of human development across different countries, regions, and
aspects of human life.

Given its global significance in guiding developmental research and interventions, the
HDI was selected as a benchmarking indicator for the purposes of this research. This
entailed the selection of two countries with similar HDI scores to Jordan from the pool
of countries studied as part of the GEAR Report and vice versa. The two indices, HDI
and GEAR, are taken as two variables, and the relationship between them is
investigated. Due to the relationship between human development and overall
development and modernity of infrastructure (governmental in particular), neither
index is deemed to be directly linked to the other, but rather an investigation of the
correlation between the two is conducted. The below figure supports this argument,
where the HDI scores of each nation forming part of GEAR are mapped with its GEAR
ranking. A positive correlation is clearly evident in this graph; therefore, a number of
countries with similar HDIs are further investigated regarding their GEAR performance.
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Figure 6: Visualising the relationship between GEAR scores and scores on the Human
Development Index
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Jordan is among the nations deemed to have “High Human Development”, ranking
102nd out of 189 nations included in the index. In 2019, its HDI score was “0.729". The
average life expectancy sits around 74.5 years, the average number of years of
schooling are 10.4, and its Gross National Income (GNI) Per Capita was $9,858. Jordan
ranked 65 in GEAR, out of 73 countries ranked, placing it in the “Emerging” category.

Tunisia is also deemed a “High Human Development” nation, ranking 95th on the HDI.
In 2019, Tunisia’s HDI score was “0.740", its average life expectancy was 76.7 years, its
average number of years of schooling are 7.2, and its GNI Per Capita was $10,414. Tunisia
ranked 69" in GEAR, placing it in the “Emerging” category.

Venezuela is another nation deemed to have “High Human Development,” ranking 113th
with an HDI score of “0.711". Its average life expectancy was 72.1 years, the average
number of years of schooling are 10.3, and its GNI Per Capita $7,045. Venezuela ranked
67th in GEAR, placing it in the “Emerging” category.
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Figure 7: Jordan, Tunisia, and Venezuela's scoring on the metrics forming the GEAR ranking

Despite all three countries scoring similarly on the overall index, a clear difference is
evident in the underlying metrics within. This becomes clear when we take into
consideration the two categories of metrics used as part of GEAR: The availability of
government electronic transaction services (G2P, P2G, B2G, & G2B), and the underlying
environment of mechanisms that support digitization for all transactions, such as policy,
infrastructure, and socioeconomics. Jordan scored notably highest in the policy context
and lowest in e-transactions, both to citizens and businesses. This indicates that while
Jordan has electronic services in its planning, the implementation is still not reaping
fruits.
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Compared to countries with similar HDI, Jordan underperforms in nearly all the
government e-transaction categories, most notably G2P and G2B, the two use-cases
where the government is the initiator of the payment. The difference in performance
on the other end of the spectrum, where the government is the recipient of the
payment, is somewhat smaller. That said, Jordan outperforms both Tunisia and
Venezuela on nearly all three underlying environmental factors, most notably the Policy
Context metric, where Jordan ranks 40th, putting it in the “Intermediate” category.

It could be argued that enabling underlying environmental conditions, such as
infrastructure, policy, and socioeconomic context, could be deemed as prerequisites
for demonstrated utilization and growth of these conditions. Furthermore, given the
factorial nature of the GEAR metric, whereby a combination of underlying environment
and government e-transactions results in the ultimate ranking of each country, one
could predict that Jordan’s e-
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