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3. Challenges in Implementation

3.1 Digital Literacy Gaps

Illiteracy remains a big challenge in Afghanistan, as
most people do not know even the basic concepts
of banking, let alone the technicalities of the
digital system. This bridging possibility could arise
with public awareness, either by the Ministry of
Finance or by the Central Bank. With reports in
the BBC regarding the usage of SMS to pay their
electricity bills by thousands of Afghans, it reflects
a dire urgency of more encompassing educative
processes, for these types of practices will hardly
find applications with wide-ranging consequences.
3.2 Infrastructure Inadequacies

Successful digital payment systems do require
reliable internet and digital infrastructure. High
costs of internet and unequal network coverage in
rural areas add to the digital divide, hence making
widespread adoption very difficult. Predictive
estimates indicate that a 30% reduction in internet
costs could double digital payment adoption in five

years.

3.3 Cultural Resistance

The Afghan economy is mainly cash-based, due to
traditional cultural beliefs.This behavior can only
be transformed through sustained public outreach
and communication of the benefits associated with

digital payments.

3.4 Cybersecurity Risks

Increased digitalization naturally means increased
exposure to cyberattacks. In order to protect the
data of users and subsequently gain their confidence,
Afghanistan needs to develop secure platforms that
follow international standards such as OWASP.

4. Strategies for Digital Transformation in
Afghanistan

4.1 Infrastructure Development

Investments shall be made into resilient Internet and
mobile networks, including interoperable banking
systems. The role of public-private partnership in
financing and deploying infrastructure projects will

be crucial.

4.2 Financial Literacy Campaigns

Large-scale education programs are indispensable
for familiarizing the citizens with digital systems.
These programs should reach rural areas and explain
how digital transactions are more convenient and

secure.

4.3 Encouragement of Mobile Money Services

Telecom companies can further the reach of
financial services through mobile money platforms.
SMS-based services, such as electricity bill payments,
illustrate how such solutions are available even
in low-tech environments. Scale these up, and 10
million more citizens could be digitally included

over a decade or so.

4.4 Securing Cyberspace
The digital transformation of Afghanistan should be

developed with a robust security perspective to avoid

°e}-3='lni [agS\YR [ J6 py9o/ ¥+Y0 VA s 02 Sy NET-YU mogfpo 8/ PNEET- VA sl 2y 0 |4
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fraud and cyber-attacks, by establishing a regulatory

framework and training cybersecurity professionals.

5. Case Studies: Afghanistan's Early Steps

5.1 SMS-Based Electricity Bill Payments

The few successful digital payment initiatives include
bill payments for electricity via SMS. Although the
system has eased the process for thousands of users,
the limited awareness and resultant uptake shows the
wider outreach required. Predictive scaling models
indicate that scaling similar SMS-based services to
tax collection will result in an improved compliance

rate of 20%.

5.2 Credit Card Adoption in Urban Areas

About 300,000 people in urban towns take advantage
of credit-card services, mostly in purchases in some
outlets (BBC: 2015). Again, these services are also
limited to just a few banks and a few areas, again
testimony to the need for expanded coverage and
interoperability. Credit card access can be extended
to 1 million users and is likely to add as much as US$

500 million annually to the formal economy.

6. Conclusion

The digital payment adoption journey in
Afghanistan is very painful yet very promising.
These include illiteracy, poor infrastructure, and
cultural resistance; hence, the government, private
sector, and international organizations must work
in concert. Investment in education, infrastructure,
and security will finally allow Afghanistan to move
toward a more efficient, transparent, and inclusive

payment ecosystem that unlocks economic growth

and improves public services. Predictive analysis

The Evolution of
Payment System

Electronic
Money

Cowrie
Shells

shows that, if this effort is kept up, Afghanistan can
achieve 50% in the adoption rate of digital payments
over the next decade and make considerable

contributions toward its economic resilience.
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Another

MoF has effectively
developed AFMIS
(Afghanistan Financial

Management Information
System) in accordance with
international standards,
which will enable and
complete transparency
effective management,
complete control, financial
reporting and cost
control

of Afghanistan's

public  financial sector.
Previous AFMIS system was
created and implemented by
the ‘FreeBalance Company’
in 2002, all technical

matters were under the
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Towards e-Governance:
MoF Revamps

control of the said company,
and the system was also
faced with low operating
speed and high cost.
Nevertheless, the leadership
of MoF decided for the

renovation of AFMIS system

that can be responsive to

current needs, and has
the capability to make
changes independently.

Renovation of AFMIS is a
strategic achievement in term
of improving Afghanistan's
financial management. This
system right now has the
full capacity to be connected

with the relevant vital

financial systems, which provides
an opportunity for the linkage of
better coordination among IEA-
run bodies in the financial sector.

The new AFMIS system has

been  successfully examined
in 14-key-ministries, and
eight provincial ~Mustofiyats

of  Afghanistan as  well

The General Direcorate
of Treasury has provided
‘professional  training’ to
relevant staff for the aim of
setting and implementing the
system, which MoF assures

the aforementioned system

is implemented swiftly.

General Directorate of Customs Launches
Reconstruction of Destroyed Parts of ‘Kabul
International Airport Customs’, ‘Kabul Customs’

The General Directorate
of Customs of MoF has
started the reconstruction
of ‘Kabul International
Airport Customs’ and
Kabul Customs archive’s
shelves, administrative
buildings and hangars
worth over 5.1 million Afs.
With the implementation

of these projects, in

addition to the safe keeping
of customs documents,
facilities will also be provided
for the employees of the
aforementioned  customs
and traders in various fields.
The cost of these projects is
paid from the development
budget of MoF, which
will be completed within

the mnext 10 months.

Notably, MoF has implemented

many development projects
at different customs for the

aim of creating convenience

for businessmen and for the
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further growth of business
in the country, and some
of the

projects are in

implementation process.
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