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Sometimes, it was very difficult

to withdraw cash or to pay bills.
In some particular events, before
Eid festivals for example, many
people stood on the long queue

to withdraw some amount of cash
or receive their salaries to make
transaction for meeting the required
goods for the event. Even some
individuals failed to withdraw cash,
despite waiting two to three days
on the queue.

The introduction of Automated
Teller Machine (ATM) in banking
system has declined the rush of
individuals for withdrawal of cash.
However, there are still much time
consuming lines at ATMs of some
banks at the end of the months,
when the government and private
business staffs collect their salaries.
This may be due to few numbers
of ATM machines limited to the
branches of banks and few number
of business centres in big cities of
Afghanistan. The limited availability
of ATM may be resulted from the
prevailing security concerns in the
country where the banks cannot
feel secure to install ATM machines
everywhere in the cities.

The use of e-banking is essential,
particularly for securing transactions
and declining the risk of money
transfer. Now a day, customers
can pay their bills and transfer
money with more security and
confidentiality without bearing any
risk of money lost associated with
theft and so on.

Unfortunately, despite modern
banking facilities has well
developed, informal transfer of
money plays a dominant role in this
country. This may arise due to the
prevailing large scale underground
activities which are partly reflected
in cultivation and traffic of narcotics
and drags.

E-banking infrastructure also play
important role in the development
of e-business and e-commerce,
enabling the Afghans’ access
to national and international
goods markets without physically
crossing the borders. This

advantage is currently available
for transaction from international
markets only and is not a matter of
concerned for domestic markets.
Because, online purchasing is
very limited in domestic markets
due to unavailability of required
infrastructures and limited
understanding of people. With
development of e-commerce, the
role of online banking will further
increase.

E-banking facility is also important
for improvement of management
in all sectors of the economy.
Particularly, it is very crucial for
increasing efficiency in government
financial sectors. Currently, the big
problem in government financial
sector is the incapability of relevant
departments in collection of the
government revenue. On the other
hand, research shows the shift to
electrification of the government
sector is highly associated with
the improvement in efficiency. A
real story of such efficiency can
be propounded for the case of
Malaysia where the government
of this country used the Touch

Sily Hiss
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‘n Go” technology to manage

its transportation and efficiently
collect the transport revenue. The
presence of e-banking infrastructure
is a pre-requisite for utilization of
such technologies.
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E-banking development
in Afghanistan

Afghanistan’s infrastructures
were severely devastated due to
continues and perpetual civil
conflicts over the past four decades,
imposing various challenges
and shortcoming on economic
performance which in turn resulted
to a high rate of unemployment,
poverty and illiteracy that further
accelerated the so called “vicious
circle of poverty” in the country.
From 2001 onward, attempts have
been made to rebuild the ruined
infrastructures and taking steps to
enhance the economic activities to
nullify the vicious circle and best-
handle the economic challenges
people faced. Despite the problems
of insecurity and high poverty rate
are still remained intact, many
developments could be seen in
the rebuilding of social overhead
infrastructures which encouraged
the expansion of private investments
in many areas.

It is worth mentioning that in this
span of time, one of the important

spheres of development was the
rapid improvement in banking
sector in the country, where many
new private and public commercial
banks were established and
new banking technologies and
managements were introduced.
The improvement of technology
was further augmented by the
development of telecommunication
sector and internet accession.

The first step of development in
this sector was the utilization of
core banking solution where many
commercial banks adopted the
International core banking system
(ICBS) which transformed the
manual banking transactions into the
electronic ones. The electrification
of the transactions system was
crucial; because, it has increased
the efficiency, accountability and
transparency in the system which
followed by further trust on this
sector, resulted in mutual benefit
both for consumers and banking
sector

The second wave of development
in the banking industry in
Afghanistan was the adoption
to e-banking services which
further increased the competitive

environment in this sector where,
now a day, every commercial bank
tries to supply unique products
and quality services to attract
more customers and increase

its market share. On the other
hand, e-banking services are well
accepted by the customers where
they can make banking transaction
with more security and confidence
without wastage of time queuing in
banks for making transaction.

The core advantages of
e-banking infrastructure in
Afghanistan

Taking the aforementioned
issues into account, several
advantages can clearly be noted
which are expected to be resulted
from e-banking transformation in
Afghanistan. E-banking facilitations
increase the overall efficiency in
the economy which may partly be
resulted from a sharp decrease in
opportunity costs for businesses,
individuals and the government.

Before the utilization of e-banking
infrastructure, customers were
required to physically be present
in the bank for making transaction.



Electronic Banking:

An Important Stimulus for
Economic Development
of Afghanistan

Assistant Professor Mohammad Walid Hemat

Introduction

The twentieth century is
characterized to be a century of
excess where numerous economic,
political and social changes have
been observed in this period. The
first half of this century is withess
of destructive wars accompanied
by various economic instabilities
and cyclical fluctuations such as
the outbreak of hyperinflation in
Germany and in other war defeated
countries in 1920s, followed by
great depression in 1930s & 1940s,
making the world experience
severe economic slowdowns with
high rate of unemployment.

On the other hand, the twentieth
century also withessed many
developments in technology and
innovations arenas. The emergence
of airplane, phone and other
electronic revolution accelerated the
process of development and further
encouraged the nations to shift
attention toward better utilization
of resources to meet the needs of
human being.

The use of technology and
innovation in the process of
production has increased the
volume of output by many folds,
boosting international trade and
economic integrations.

From 1990s onward, the
emergence of internet “the World
Wide Web (WWW)” paved the way
for the development of electronic
banking. Particularly, in the twenty
first century, the wave of e-banking
has played a significant contribution
to the process of production and
further has facilitated the global
distribution of output.

The propelling forces behind
the development of electronic
banking were accounted to be the
rapid transformation of innovation
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in information technology,
improvement in financial products,
liberalization of financial markets
and high tendency to economic
integrations.

During the 21st century, many
countries have perceived to strength
and use the electronic banking
infrastructure which facilitated the
development of e-commerce and
e-business in the contemporary
time. Now a day, more than 50%
of the global transactions are made
through e-banking facilities.

After the enactment of the new
banking law in Afghanistan, the
banking sector started to develop,
as modern technology and
management were applied in this
sector. Recently, the introduction of
electronic banking in the financial
sector has created new prospects
for the development of the business
and economic performances in the
country.

This paper aims to examine the
economic impacts of e-banking
infrastructure in the development
of business and economic
performances in Afghanistan.

Economical
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