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A.  Introduction

Chapter 5

E-BANKING AND E-PAYMENTS: IMPLICATIONS FOR 

DEVELOPING AND TRANSITION ECONOMIES

In its E-Commerce and Development Report (the predecessor 
of  the Report) in the years 2000 and 2001 UNCTAD 

payments) and to assess the future of  this new, even 

of  the art in e-banking and e-payments at the time, it 
tried to understand the prospects for their dissemination 

and payments arrangements created by banks and 

-
sages were transmitted through proprietary software 

-
-

-

-

The use of  modern information and communication 

communications capacities and speed, decreased the 

and at the same time more convenient for businesses, 

protection against emerging cybercrime, which has 

-

-

-
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transfers are migrant remittances, which are 

instruments and the need to address the security 

1

B.  ICTs  and innovations in 

banking and payments

-
-

2 One of  the 
most innovative industries in terms of  using ICTs, the 

-

3

deposits, government debt securities, private debt 
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operations in a new environment and with new 

1.  From brick to click: emerging e-

banking, e-payments and e-money

-

-

-

introduced their e-banking operations starting, with 

ones (known as “brick and mortar”), and created a 

-

necessary changes in the process of  communications 
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credit transfers, direct debits, card-based payments and 

e-money

introduction of  various e-payments methods decreased 

One of  the key functions of  e-payments is to support 

The introduction of  e-banking and e-payments has 

decreased the tendency of  economic agents to keep 

e-payments are increasing the speed and diminishing 

of  money and hence decreasing the demand for money 

in cash transactions in order to preserve the anonymity 

transfers, part of  which are not Internet-based and 

and more expensive ones, or coexist with them 
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are not anonymous – in other words the convenience 

of  having e-money comes at a price (Arnone and 

participants of  a given network and are then netting 

have continued to be centred on payment cards, which 

part of  payments and other transfers, intermediated 

2. ICTs and securitization of debt 

instruments

and other debt-based securities, supporting the 

instruments and the dispersion of  credit risks among 
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are now concerned as to whether in the event of  

 In that regard overcoming information 

3.  E-finance and security challenges of 

cyberspace

the need to tame and contain the negative effects of  

vendors, security system designers, banks and non-

per cent in 2011 , other sources are noting a tendency 

for some groups of  customers to reduce or even cease 

their e-banking and e-payment activities because of  

The issue of  security on the Internet has dominated 

Another worry from the security point of  view is the 

“trust gap”, an unproven but suspected divide between 

those who use the Internet for other tasks and hence 

of  information to them and between them and the 

concerns but to the macroeconomy and market 

hence the situation regarding information asymmetry, 
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better-performing security systems so as to protect 

improved security on the web with systems such as 

10

adopt a risk management approach to information 

risks and compare these with the investment needed to 

C. Recent trends in e-banking and 
e-payments

customers are undergoing dramatic changes that 

understanding the current trends in e-banking and e-

in e-banking and e-payments, bearing in mind their 

1. The state of play in Internet banking 

negative perceptions of  the host bank, the risks with 

transaction or operations risk, credit risk, funding and 

the experience of  many pioneers in e-banking shows, 

outset and managing them in the course of  the further 
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It combines face-to-face interaction and other 

banking network and found that, since costs are much 

set-up costs it is not hard to see the attraction of  e-
banking (

reached an advanced stage in the use of  e-banking 

with banks in emerging markets, which do not use e-

and core deposits than other banks (Furst, Lang, and 

Internet banking cannot be forced on consumers, as 

computer, the more Internet banking customers there 

exists between Internet banking use and the number 
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means that the market risk incurred by banks (the 

2. Wholesale e-payments

domestic and cross-border payments in the Americas, 

transition economies), started in 2002 its move from 

11) to 

12
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13

3. Retail e-payments 

inter alia the “non event” of  the move to new methods 

payments, which may use payments messaging systems 

payments are the main Internet-banking services 

banks provide on a recurrent basis is direct debits, 

to card companies and their issuing banks have been 

of  the increased competition from various debit card 

have the bargaining power when deciding which card 

fees received by payment card companies goes to the 

a more open form of  business and a new corporate 
governance structure intended to meet competition in 

 American Express and Discover take a 
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means of  payments for their owners – either through 

their use as a credit card, with the customer being 

European Commission is going to encourage in its 

20

D. E-banking and e-payments for 

development

1.  E-banking and e-payments in 

developing and transition economies

with economies in transition did not have an abundance 

to identify how using ICTs and providing e-banking 

Box 5.1

Alternative payments systems19

The largest alternative Internet payment provider with a strong position in the Internet auction market is PayPal (which belongs to e-Bay).
Customers hold accounts with PayPal and send by e-mail payment or withdrawal-related instructions. They fund those accounts either
directly from their bank account through ACH transfer or by using cards or cheque deposits (BIS, 2004). PayPal has doubled the number
of its accounts in just two years and has now over 143 million accounts in 190 countries (of which 35 million are in Europe). PayPal is no
longer just in the business-to-consumer market. Beginning in mid-2004, it began directly offering its services to small businesses as a conduit

However, most e-commerce sites do not suggest PayPal as a payment agent. Fund transfers via web telephony such as Skype and mobile

consortia of other payment service providers.

engine to encourage businesses advertising in Google to also use the services of Checkout. Microsoft is also planning to launch an online
micro-payments service.

clear guidelines and regulatory framework for such services.



224 CHAPTER 5 E-BANKING AND E-PAYMENTS: IMPLICATIONS FOR DEVELOPING AND TRANSITION ECONOMIES

INFORMATION ECONOMY REPORT 2007-2008

the importance of  further research into the use of  e-

There are a number of  features that the customer 

different products to different groups of  customers), 

and transition economies, and in some of  them its 

consumers did not have time to grow attached to the 

21

reduced costs, transaction costs on the Internet being 

22  Despite great 
ambitions for Internet banking in Nigeria, these were 

reasons for not doing so were fears about security and 

23
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and Communication before they can offer Internet 

methods such as Digipass Pack to identify users and 

banking was seen to be concentrated around younger 

with customers face to face before an Internet account 

“unbanked”, they participate in e-payments by buying 

extent other African countries, the penetration of  

is providing new opportunities to  combat poverty by 
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Chart 5.2

Penetration of bank branches and mobile phones*

Sources:

Chart 5.1

Architecture of the CTMI-UEMOA

Source:
(see www.uneca.org/e-trade/).
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2. ICTs and remittances 

of  earnings by country residents due to exports 
of   goods and services, nor of  their borrowing or 

-

when countries, in adverse economic circumstances, 

-

hawala. 
Hawala 
hawala 

funds to meet the demand of  correspondent brokers 

Box 5.2

Defining remittances in the balance of payments

Movement of Natural Persons and replace the term «worker remittances» by three separate terms:

• Personal transfers (PTs), which are transfers in cash or in kind received or made by resident households from or to non-resident
 households. Sources of income, relationship and purpose of transfer are not taken into account.

• Personal remittances (PRs), which are the sum of PTs, net compensation of employees and capital transfers – that is, they involve
 all household-to-household transfers and take the perspective of the recipient country.

 take the perspective of the recipient country.

Source: –92.

Chart 5.3

Financial flows to developing countries 
($ billion)

Source:
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intermediaries were charging the remitters passing 

various money transfer service providers started to 

phones as a means of  transferring money between 

3. E-banking and e-payments for SMEs

and data mining is providing new opportunities for 

not have access to transaction data and credit history 

bureaux and other credit management service providers 

Cost as %

$50 $200

Anelik 1.5–3.0 1.5–3.0

HSBC 70.9 18.5

Unibank (Unistream) 1.0 1.0

Western Union 26.0 11.0

Source: Roberts & Banaian (2005).

Table 5.1

The cost of transferring $50 and $200 
to Armenia in 2004
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In addition, the reduction in costs associated with the 

tracking process can be considered to be positive 

they are associated with a change in business process 

of  the most important issues for the success of  this 

and product mix are two important aspects for the 

and export-import banks and other supporting 

histories and Internet-based credit risk databases in 

performance information of  a good standard are 

restrictions on the entry of  foreign banks into the  
domestic market and other restrictions on foreign 
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4. Microfinance

to encourage their productive activities as a means 

Box 5.3

Using ICTs in some key SME financing channels 

histories to be compiled and thus showing their capacity to repay loans on time. E-credit information also includes information-gathering from
independent sources. As a result SMEs receive credit scoring or rating based on credit history databases and on that basis obtain better
access to credit.

possible to provide supplier credit to buyers. To provide credit protection through credit insurance or to discount accounts receivables,

those information and transaction tools are currently available online.
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range of  services, such as accepting deposits and trans--

-

convenience, and provides banks with a cheaper way of  

variety, or the more advanced, and more expensive, 

“smart cards” with an embedded chip, which can 

shops can be greater than the outreach that can be 

Chart 5.4

Average annual interest rates

Sources:

Chart 5.5

MFI penetration rates

Sources:
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smooth running of  agreed procedures and networking 

system, the credit and savings-monitoring system, and 

Existing software packages for the accounting system 

cooperation for fear that their competitive advantage 

the business, and integrated amongst the branches of  
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are appropriate and those that are state-of-the-art but 

weighing the monetary cost and the ongoing resource 

of  that process, Ivatury makes four recommendations 

second, the decision makers need to ask the right 

E. Regulatory issues related to

e-banking and e-payments

consider above frameworks as those generating best 

It has introduced FedLine for the web and other 

and recognition of  new methods of  conducting 

customers in cases of  identity theft to sign away their 

prevents anyone other than a security guard and the 
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system whereby a payment needs to be secured by the 

partnership arrangements, provide the infrastructure 

transactions cheaper and easier, users of  money do 

demand is more sensitive to interest rate changes 

F.  Conclusions

forms of  basic card-based operations and m-payments 

from provision of  information and product marketing 

Customers can be encouraged to take up e-banking 

if  they are supported in beginning to use the Internet 
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encouragement, and more of  providing infrastructure 

The security risks do not disappear as Internet 

for them is in the trade-off  between further expansion 

is important that their efforts be coordinated, such 

remains to be seen where the payment card markets go 

before those countries mature in terms of  using e-

poor is one of  the keys to addressing the issues of  

information-intensive sector of  the economy is 
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