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and stakeholders to promote the benefits of
CBDCs can help overcome cultural resistance,
while public awareness campaigns can highlight
the advantages of digital currencies. Furthermore,
developing user-friendly technology that accom-
modates individuals without smartphones or reli-
able internet access is vital, potentially through
offline payment solutions or partnerships with lo-
cal businesses. Lastly, to ensure that the imple-
mentation of a CBDC does not divert resources
from immediate needs, governments can seek in-
ternational funding and technical assistance, col-
laborating with international organizations to
share the financial burden and provide expertise in
developing a sustainable CBDC system.
Conclusion

The potential implementation of CBDCs in devel-
oping economies presents a transformative oppor-
tunity to address various economic challenges. By
enhancing financial inclusion, CBDCs can provide
unbanked populations with access to essential fi-
nancial services, thereby fostering greater eco-
nomic participation and stability. Additionally, the
reduction of transaction costs, particularly for re-

mittances, can significantly improve the financial
well-being of families reliant on these funds. The
successful experiences of other developing econo-
mies, such as Jamaica and Nigeria, offer valuable
insights into the design and implementation of
CBDCs that can be adapted to unique local con-
texts. However, it is crucial to acknowledge the
challenges that lie ahead, including the need for
robust digital infrastructure, financial literacy, and
a secure regulatory framework. By strategically
addressing these challenges and leveraging inter-
national support, developing economies can har-
ness the benefits of CBDCs to create more resilient
and inclusive financial systems, ultimately contrib-
uting to economic recovery and growth.

Anwar Ullah Hayat

Senior Publications Manager, Da Afghani-
stan Bank
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encouraging the development of tailored mobile
applications. The need for robust cybersecurity
protocols would drive investments in cybersecurity
infrastructure and training, building public trust in
digital financial systems. Lastly, a CBDC could
prompt the establishment of regulatory frame-
works that promote digital innovation while ensur-
ing consumer protection, creating a favorable envi-
ronment for the growth of digital services.
Enhanced Monetary Policy

A Central Bank Digital Currency (CBDC) could sig-
nificantly enhance the monetary policy of develop-
ing economies by giving central banks direct con-
trol over the money supply. This would enable cen-
tral banks to issue digital currency directly to the
public, allowing for immediate adjustments essen-
tial for managing economic fluctuations and
stimulating growth. CBDCs would also improve
monetary policy transmission by linking the cen-
tral bank directly with the public, reducing reli-
ance on commercial banks as intermediaries and
ensuring a quicker reflection of policy changes in
the economy. Additionally, the digital nature of
CBDCs would provide real-time data on transac-
tions, offering insights for more informed decision
-making. In times of financial crisis, a CBDC could
facilitate rapid monetary interventions, quickly
distributing digital currency to households and
businesses to stabilize the economy. Overall, im-
plementing a CBDC in developing economies could
transform their monetary policy landscape, mak-
ing it more responsive and effective in addressing
economic challenges.

Challenges and Disadvantages

The implementation of CBDCs in developing
economies faces several significant challenges that
could impede their success. Underdeveloped digi-
tal infrastructure, characterized by limited internet
access and mobile network coverage, hinders ef-
fective use, especially in rural areas. Additionally, a
lack of financial literacy among a substantial por-

tion of the population poses a risk of low adoption
rates without adequate education on digital cur-
rencies. Furthermore, the introduction of a CBDC
raises cybersecurity risks, increasing the likelihood
of cyberattacks and fraud, which necessitates
strong security measures to protect users' funds
and personal information. Cultural resistance to
digital currencies, reliance on technology that may
not be accessible to all citizens, and concerns
about privacy and government surveillance further
complicate adoption. Moreover, the potential dis-
ruption to the existing banking system could lead
to disintermediation, negatively impacting eco-
nomic stability. Finally, the significant costs asso-
ciated with developing and implementing a CBDC
may divert resources from more immediate needs,
such as healthcare and education, given the press-
ing challenges faced by many developing econo-
mies.

Solutions

To effectively address the challenges of imple-
menting CBDCs in developing economies, several
targeted solutions can be considered. First, gov-
ernments may prioritize investments in digital in-
frastructure, collaborating with international part-
ners to enhance internet access and mobile net-
work coverage, particularly in rural areas. Second,
comprehensive financial literacy and education
campaigns are essential to inform the population
about CBDCs and digital finance, focusing on vari-
ous demographics, including rural communities,
to ensure effective and safe usage of digital curren-
cies. Third, establishing a robust legal and regula-
tory framework for CBDCs is crucial to build user
trust, addressing key issues such as consumer pro-
tection, anti-money laundering, and data privacy.
Additionally, to mitigate cybersecurity risks, cen-
tral banks and relevant authorities must invest in
advanced security technologies and protocols, in-
cluding regular security audits and user education
on safe practices. Engaging community leaders



bility and growth. This financial exclusion limits
individuals' ability to save, invest, and participate
in the broader economy, perpetuating cycles of
poverty and hindering overall development. En-
hancing financial inclusion is a critical goal for
these regions. By developing a CBDC, countries
can enhance financial inclusion in ways similar to
the successful strategies implemented by Jamaica,
The Bahamas, Nigeria, and the Eastern Caribbean.
For instance, Jamaica's CBDC, known as Jam-Dex,
aims to facilitate easier access to digital payments,
particularly for those without traditional bank ac-
counts, which has helped increase adoption rates
among underserved communities. Similarly, The
Bahamas introduced the Sand Dollar, designed to
enhance financial inclusion by allowing users to
conduct transactions without needing a bank ac-
count, thereby reaching remote and underserved
areas. In Nigeria, the e-Naira was launched to re-
duce transaction costs and improve access to fi-
nancial services, particularly for small businesses
and individuals in rural areas. The Eastern Carib-
bean's DCash initiative exemplifies regional coop-
eration, where member states collaborated to cre-
ate a digital currency that enhances payment effi-
ciency and financial inclusion across the region.
This collaborative approach has allowed for shared
resources and knowledge, making it easier to im-
plement effective financial solutions tailored to the
unique needs of developing economies.
Transactions Cost Reduction

Research has shown that the average cost of trans-
ferring funds through formal channels in develop-
ing economies can be prohibitively high. This sig-
nificant financial burden affects individuals and
families who rely on remittances to support their
loved ones. Such high transaction fees frequently
discourage the use of formal channels, pushing
individuals toward informal methods that may be
less secure and more expensive in the long run.
However, implementing CBDCs in developing

economies could alleviate these issues by stream-
lining the remittance process, enabling direct
transfers between individuals, and reducing the
need for costly intermediaries. This shift would
lower transaction fees and enhance the speed and
efficiency of remittance flows. Additionally, CBDCs
can facilitate faster and cheaper transactions by
leveraging digital currency technology, which re-
duces operational costs and eliminates the high
fees typically associated with traditional banking
systems. Successful implementations of CBDCs in
countries like Jamaica and Nigeria have demon-
strated their potential to effectively lower transac-
tion costs for remittances, providing valuable
models for other developing economies. The high
costs associated with transferring funds under-
score the urgent need for improved financial infra-
structure, and adopting CBDCs could play a crucial
role in addressing these challenges, ultimately
benefiting individuals and families who depend on
remittances for their livelihoods.

Improved Digital Infrastructure

The development of a CBDC in developing econo-
mies could significantly enhance their digital infra-
structure by stimulating investments in telecom-
munications, thereby expanding internet access
and mobile network coverage essential for digital
financial services. This improved connectivity
would also facilitate better access to government
services. Additionally, a CBDC could promote in-
teroperability by establishing a secure digital pay-
ment system that enables seamless transactions
among financial institutions, businesses, and gov-
ernment services, streamlining economic activi-
ties. Furthermore, the implementation of a CBDC
could foster the growth of the local IT industry,
creating demand for software development and
cybersecurity solutions, which would lead to job
creation and capacity building. It would also en-
hance financial inclusion by providing unbanked
populations with secure digital payment options,
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veloping economies, including The Bahamas, Ja-
maica, Nigeria, and the Eastern Caribbean region.
The Bahamas launched the Sand Dollar in October
2020, aiming to enhance financial inclusion and
facilitate digital payments for those without access
to traditional banking services, thereby addressing
the needs of its developing economy. Jamaica fol-
lowed with the introduction of the Jam-Dex in
2022, which serves as a secure digital payment
method to promote financial inclusion among its
population, reflecting its status as a developing
economy. Nigeria's e-Naira, launched in October
2021, is designed to improve the efficiency of the
payment system and enhance financial inclusion,
targeting the challenges faced by many in its devel-
oping economy. Additionally, the Eastern Carib-
bean Central Bank's DCash, launched in March
2021, is utilized across member states, many of
which are developing economies, to enhance pay-
ment efficiency and broaden access to financial
services. These examples illustrate how CBDCs can
significantly contribute to economic development
in these regions by improving access to financial
services and enhancing the overall efficiency of
payment systems.

How CBDCs are developed

The International Monetary Fund (IMF) offers a
framework for countries considering Central Bank
Digital Currencies (CBDCs), emphasizing the need
for a dynamic decision-making process that adapts
to each nation's economic, technological, and
regulatory context. Central banks must clearly de-
fine their objectives, such as enhancing payment
systems or promoting financial inclusion, while
engaging with stakeholders to build trust and
gather insights. Implementing pilot programs al-
lows for real-world testing and refinement of the
CBDC, and establishing a robust legal framework
is essential to define user rights and the central
bank's responsibilities.

How CBDCs benefit Developing Economies
The issuance of a CBDC by central banks in devel-
oping economies could potentially offer several
benefits, especially in the context of their eco-
nomic challenges. A CBDC could enhance financial
inclusion by providing access to digital financial
services for unbanked populations, which is par-
ticularly important in these regions, where many
people lack access to traditional banking services.
Additionally, a digital currency could streamline
payment processes, making transactions faster and
more efficient, thereby benefiting both individuals
and businesses by reducing transaction costs and
improving cash flow. Furthermore, a CBDC could
provide central banks with better tools for imple-
menting monetary policy, allowing for more pre-
cise control over the money supply, which is cru-
cial for stabilizing the economy. The introduction
of a digital currency could also enhance transpar-
ency in financial transactions, making it harder for
corrupt practices to thrive and helping to rebuild
trust in financial institutions and governments.
Moreover, a CBDC could simplify cross-border
transactions, facilitating businesses' engagement
in international trade, which is particularly benefi-
cial for their economic integration into the global
market. In summary, the potential benefits of Cen-
tral Bank Digital Currencies (CBDCs) for develop-
ing economies are substantial. The following para-
graphs will delve into the specific advantages of
CBDCs, including enhancements in financial inclu-
sion, improvements in transaction efficiency, and
the strengthening of monetary policy implementa-
tion. By exploring these aspects, we can better un-
derstand how CBDCs can serve as a transformative
tool for economic growth and stability in develop-
ing regions.

Financial Inclusion

A significant portion of the populations in develop-
ing economies lacks access to banks and essential
financial services that are crucial for economic sta-
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With the ongoing digitalization in the finance and
banking sector, the importance of Central Bank
Digital Currencies (CBDCs) has become increas-
ingly evident. CBDCs offer a modern solution to
enhance payment efficiency, reduce transaction
costs, and promote financial inclusion, particularly
for unbanked populations. As traditional banking
systems evolve, CBDCs can provide a secure and
stable digital alternative to cash, ensuring that
central banks maintain control over monetary pol-
icy and financial stability. Research shows that
Central Bank Digital Currencies (CBDCs) in devel-
oping economies can enhance financial inclusion,
improve transaction efficiency, reduce remittance
costs, and strengthen monetary policy implemen-
tation. This article will explore how developing
economies have successfully designed, imple-
mented, and officially issued their CBDCs. The ad-
vantages an opportunities as well as challenges
and disadvantages of CBDCs for developing econo-
mies will be analyzed. The analysis will utilize in-
sights from the IMF's findings, which emphasize
the need for a well-thought-out design.

What are CBDCs

CBDCs are digital forms of a country's fiat cur-
rency, issued and regulated by the national central
bank. Unlike decentralized cryptocurrencies such
as Bitcoin, CBDCs are centralized and backed by
the government, which provides a level of stability
and trust that is often lacking in private digital cur-
rencies. The significance of CBDCs in the modern
financial landscape is profound, as they represent
a transformative shift in how money is conceptual-
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ized and utilized.

CBDCs are being adopted by various countries to
enhance financial inclusion for unbanked popula-
tions, reduce transaction costs and times for cross-
border payments, improve the efficiency of mone-
tary policy implementation, and combat financial
crimes through increased traceability. This global
trend is driven by the need to modernize payment
systems in response to the rapid digitalization of
the economy and the rise of cryptocurrencies.
Countries like China are leading in CBDC develop-
ment with their digital yuan, while others, such as
the European Central Bank and the Federal Re-
serve, are actively researching the implications of
introducing digital currencies, reflecting a recogni-
tion of the importance of maintaining monetary
sovereignty in an increasingly digital world.
CBDCs in Developing Economies

In developing economies, Central Bank Digital
Currencies (CBDCs) can significantly boost finan-
cial inclusion by providing digital payment meth-
ods for those lacking access to traditional banking,
thereby enhancing economic participation. They
can lower transaction costs, particularly for remit-
tances, which are vital for many households,
thereby improving financial well-being and stabil-
ity. Additionally, CBDCs can drive the develop-
ment of digital infrastructure, addressing existing
inadequacies and fostering a more robust digital
economy with broader access to financial services.
Successful Cases

Among the countries that have officially issued and
implemented CBDCs, several are classified as de-
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