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Thank you to the United Nations Counter-Terrorism Committee and the Counter-Terrorism 
Executive Directorate for convening this meeting.  

The Global Center on Cooperative Security advances human rights-based policies, partnerships, 
and practices that address the root cause of violent extremism. One of our core areas of focus 
is financial integrity and inclusion, where we provide policy analysis and capacity development 
support to government, private sector, and non-profit actors on anti-money laundering and 
countering the financing of terrorism (AML/CFT) while safeguarding civic space, human rights, 
and access to financial services.  
 

Digital Finance and the African Continent  

I have been asked to focus specifically on approaches to new payment technologies adopted by 
countries in Sub-Saharan Africa. This is an expansive topic, as Africa has proven to be a leader 
on a variety of different payment technologies, notably in mobile money. As part of our work, 
we have supported countries in Eastern Africa in developing a risk-based approach to regulating 
and supervising new payment technologies and virtual assets. We conducted a comparative 
review of global regulatory approaches, which will inform my remarks today. 

Cryptocurrency and other digital finance ecosystems loom on the horizon. Right now, Africa 
accounts for just 2.8% of the global volume of crypto transactions, which totaled a notable 
$106 billion last year. The African crypto economy is the third fastest growing, increasing 
1,200% in value received last year. African countries have some of the highest grassroots crypto 
adoption rates in the world, with Kenya, South Africa, and Nigeria in the top ten countries for 
digital currency ownership.   

Crypto proponents tote the potential benefits of digital finance for Africans to access financial 
services and its ability to protect against inflation and weak or unstable domestic currencies. 
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The African continent also offers a lot of promise for digital finance firms. African countries are 
home to a large, young, increasingly tech-savvy, and entrepreneurial minded population. In 
short, the continent is a prime market for crypto adoption, innovation, and ultimately profit.  

However, if digital finance is to realize its promises to Africa and the developing world, the 
starting point must be recognition of mutually beneficial opportunities and equitable 
partnership to harness potential and protect against risk.  

This requires attention on the part of regulators and watchdogs to ensure that technologies are 
developed, regulated, and utilized in accordance with international human rights law and with 
protections for consumers, data, and privacy.  

African regulators face a tricky situation. They must simultaneously encourage and nurture 
promising technologies, understand and respond to a variety of new economic, consumer, and 
criminal risks, and develop and implement an effective regulatory system on a dynamic 
marketplace. This is no small task; especially given the myriad of other financial and regulatory 
challenges the world faces today.  

Like its global counterparts, African countries have adopted a wide variety of regulatory 
responses. On the one hand, Africa is home to the second country in the world to adopt Bitcoin 
as a legal tender, the Central Africa Republic. On the other, you have seen attempts to outright 
ban cryptocurrencies in places like Nigeria– a decision Nigeria later reversed while going on to 
become the first country on the continent to launch its own central bank digital currency. 

Most African countries fall somewhere in the middle. Several are in the process of developing 
or revising legislation on virtual assets, while others are conducting risk assessments and 
mapping the types of products and services operational in their jurisdiction.  

While these efforts progress, countries are relying on central bank statements or directives as a 
stopgap regulatory measure. Unfortunately, these statements can sometimes be inconsistent 
or unclear – creating uncertainty for firms and users alike. Right now, at least six African 
countries have crypto exchanges without a regulatory framework, while three are known to 
allow trading but do not provide an exchange.  

Drawing on the Global Center’s comparative assessment and engagement with African 
regulators, we offer the following reflections on common stumbling blocks experienced on the 
journey into the digital finance ecosystem.  

 

Identifying Products, Services, and Firms  

First, is understanding what is to be regulated. While this seems obvious, it is important to 
recognize there is a huge diversity of products and services encompassed under the header 
“new payment services.” Some technologies, like crypto exchanges, feel familiar to financial 
regulators. Others can feel very alien, with their own language and customs. 

Virtual assets are often the trickiest area. The Financial Action Task Force (FATF) has offered a 
definition of virtual assets and virtual asset service providers that provides specific examples of 
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financial actions and functions. The FATF does not limit its definition to a particular kind of 
entity, but instead on how a person might use the virtual asset and for whose benefit. 

On the African continent, we have seen two approaches. Some jurisdictions classify virtual 
assets as reporting entities based on the type of business – which usually means they are 
captured under existing definition of a financial institution. Other AML/CFT legislative 
frameworks adopt a tech-neutral approach that creates a standalone class of reporting entities, 
focused on capturing the provision of specific services at risk of exploitation for money 
laundering and terrorism financing.  

The challenge here is the rapid pace of technology evolution. New products, services, and 
cryptocurrencies are constantly emerging, rising, and crashing. We do not know what products 
and firms will prove viable in the long run, meaning governments are tasked with developing a 
regulatory framework in a context of significant instability and change.  

In that situation, we must accept that there will be a lot of trial and error – for the regulators 
and for the sector itself. This is not a particularly appetizing thing to hear, especially in resource 
strained contexts where inefficiencies have an outsized impact on financial crime detection and 
disruption. Some countries, for example Kenya, have sought to mitigate this by adopting a 
regulatory sandbox approach that which allow both parties to identify risks of digital financial 
services, build a mutual understanding of the technologies, and develop a pilot regulatory 
framework that enables a proportionate and risk-based process for market entry. 

In our experience, many crypto firms are eager to engage with regulators. They see it as an 
opportunity to foster confidence in their products, which is presently a significant barrier to 
widespread adoption. This desire for legitimacy could provide an opening to bring the private 
sector (and its resources) in to innovate regulatory approaches, with careful protections and 
safeguards from government, non-profit, and accountability actors.  

 

Regulation in a Decentralized Ecosystem  

The second stumbling block is determining who is to be regulated. Digital finance is 
purposefully decentralized, with the founding principle of cryptocurrency being that it does not 
have a central authority or jurisdiction. This makes it more difficult to determine who should – 
and can – be regulated. Each cryptocurrency has its own rules, protocols, and governance 
systems. Some firms rely purely on code, others have anonymous founders and leaders, and yet 
others have fully formed boards. So even if regulations are in place, the next question is who 
bears responsibility for ensuring a firm’s compliance with regulation? This is especially true in 
Africa, where the explosive growth of crypto has been driven by peer-to-peer exchanges. In this 
case, it is individuals buying, selling, and trading different cryptocurrencies directly with each 
other.  

Regulation is further complicated by the global nature of the crypto ecosystem. Companies 
providing digital finance services in a particular country may not be domiciled or registered in 
that country. This has been described by the FATF as a “sunrise issue” whereby decisions made 
in one place will have ripple effects across the global digital finance system.  
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Critical to the success of the next wave of digital finance regulation will be the active 
participation of countries previously underserved, as this is where digital finance purports to 
offer the most promise. Centering regulatory discussions around enabling promising use cases, 
while protecting vulnerable users and protecting against criminal abuse, will help avoid financial 
exclusion and human rights tensions the current financial regulatory system experiences.  

 

Conclusion 

To conclude, digital finance can offer significant promise for financial inclusion and global 
financial transparency. But these technologies are not without risk – to users, economies, and 
financial stability.  

In order to harness the power of new payment technologies for financial inclusion and 
economic growth, we have to take a critical look at the current failures of the regulatory system 
and avoid the temptation to fit crypto into an existing box in the name of expediency. 

Regulators should approach the desire for legitimacy and stability that crypto firms currently 
have as an opportunity to bring them in as meaningful partners to rethink traditional 
approaches to financial stability and risk management. They need to lean into the consumer-
driven desire for a more equitable, less centralized financial system and determine ways to 
ensure the next wave of finance realizes the promise digital finance is using to propel its global 
momentum.  

As a global leader in tech adoption, Africa is positioned to be at the forefront of these 
conversations. We look forward to continuing to work with our African partners and the United 
Nations to drive positive change on this unique and exciting issue.  
 

***** 

 


