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Comments from Designated Discussant

Dr. Lila Rashid, General Manager, Payment Systems Department, Bangladesh Bank,
discussed the whole scenario of digital finance in Bangladesh in connection with both
interoperability and financial inclusion. She mentioned that the concept of interoperability is
very technical and complex. It needs a joint effort to work on the system to find out a good
balance between efficiency and security, particularly in case of digital financial system. It
generates some new challenges: (i) sufficient investment in infrastructure; (i) having
necessary technical knowledge; (i) standard market practice; (iv) supportive regulatory
arrangement; (v) monitoring and supervisory capacity; (vi) minimising security concerns; and
(vii) issue of digital hundi and money laundering. If all these challenges can be handled, it will
be easier to expand the horizon of digital financial service to make it financially inclusive and
viable. This is an urgent issue as Bangladesh desires to promote a less-cash society, to make financial transaction
transparent, efficient and secure, and to improve economic conditions. To achieve these goals, a joint effort is needed
along with cooperation from the government and stakeholders in the financial market.

During open discussion, following opinions on existing status, challenges and way forward were exchanged:

Existing status

Bl The foundation for interoperability between banks and authorised nonbanks has to be laid by the regulators through a
partnership involving the government, financial institutions and MNOs.

Bl Only two operators are now in control of around 96 percent of the market.

Bl One representative from SureCash mentioned that they were practicing interoperability with five banks. Now
customers can pay money not only person-to-person but also pay bills and disbursement, government to person
payment etc.

B For interoperability, there exist basically three complexities: technical, business model and governance.

Bl The card market is always interoperable. Now 41 banks have issued card in the market and only nine banks have card
access.

Challenges

Bl There are some low hanging fruits and regulatory barriers in the sector. So, if the government can address these
issues, it would be useful.

B Some participants cautioned that regarding technical challenges of interoperability, we should consider the business
aspect as well because telephone, bank and MFS operating systems are different. So, if we can clearly understand
their operation systems, then we should be able to design proper business models.

Bl Some participants in the roundtable maintained that for creating a supporting environment for MFS sectors, the main
problem was small players. Therefore, interoperability is most needed here. And before establishing an interoperable
ecosystem, we should have clear discussions with the Ministry of Finance, central bank, and other relevant stakeholders.

B The main challenge is to define interoperability. The foremost criterion of interoperability is homogenous in the same
industry where the service providers should talk to each other.

Recommendations/Way Forward

B Unified Payments Interface (UPI) is now working in India that facilitates inter-bank transactions. Similarly, it is needed
to establish interoperability among all financial service providers in our country.

B Core Banking Solutions (CBS) and Ucash, Bkash structures are different. If they need to work together then we need
to establish a central platform that Bangladesh Bank (BB) can consider.



B One uniform service like users based services should be introduced.

B For scaling up, we need to adopt the market-wide approach that has already been implemented in countries like India and
working well. Bangladesh Bank is working on this but needs to work faster.

B For interoperability, we have to take two initiatives. First, linking MFS account to a bank account; and second, when anyone
wants to open an MFS account, we can encourage him/her to open a bank account. Through this, MFS account will be
linked to bank account directly. We also need to establish link between smart card and bank account.

B The real essence of interoperability will be ensured only when cards are related to MFS and MFS are related to cards.

B Interoperability should not be seen only in the bank perspective, there are many mobile operators and there exist many
complexities. So, two approaches may be considered: (i) make operable all players who already exist in the market; and
(ii) develop an ecosystem where all can access.

B Any kind of regulations has to be mandatory; there should not be any collaborative approach. These should be
implemented through a third party.

Remarks from Special Guests

Mr. Subhankar Saha, Executive Director, Bangladesh Bank said that Bangladesh Bank had
successfully introduced national payment switch, a robust payment infrastructure and
actively promoting interoperability among banks and financial institutions. Drawing from
those experiences, now the key regulator of financial sector is expecting to introduce digital
finance interoperability by June 2018 in the country, he added.

Other special guest, Mr. Arijit Chowdhury, Additional Secretary, Financial Institutions Division,
Ministry of finance said that if there is a time bound action plan, then we can work
immediately. Here, Bangladesh Bank will have to play the central role, but other relevant
regulators also need to work jointly.

Remarks from Chief Guest

Honorable Chief Guest, Mr. M. A. Mannan MP, State Minister, Ministry of Finance and Ministry
of Planning, Government of the People's Republic of Bangladesh thanked InM and UNCDF
for arranging the vibrant and very informative round table discussion on Interoperability. He
also thanked Dr. Mustafa K. Mujeri, Executive Director, InM for his presentation and for
providing some concrete facts. He highlighted several development strategies and priority
areas of the Bangladesh Government. Strengthening the formal justice system and the rule of
law is a priority for the Government of Bangladesh and accessible judiciary will facilitate good
governance and poverty reduction. InM and the other research organisations are conducting
important studies on interoperability and other development challenges generating pragmatic
recommendations for the government and policy makers. He suggested ways of linking
research outcomes with policy implications. By doing so, not only the poorest and the
government but other groups of the society will also be benefited.

Concluding Remarks from Chair

While giving the concluding remarks, Dr. Qazi Kholiguzzaman Ahmad, Chairman of InM
highly appreciated the round table discussion and thanked InM for undertaking this type of
programmes. He said that a detailed report would be prepared based on the major issues
raised during the discussion. To address the issues of digital financial services and
interoperability, he suggested InM to propose the priority groups/areas. He emphasised on
several issues while making policy recommendations.




Organised by
um

Transparency should be established in charging of fees to ensure clarity;

Consumer protection policies of digital financial services need to explicitly concentrate on equitable,

sincere, and fair treatment of all customers;

B Transparency and disclosure of clear, sufficient, and timely information on the fundamental benefits, risks,

and terms of any product or service should be ensured;

B Competition and high monitoring should also be guaranteed.

He said that only two to three banks are holding 90 percent of the market share in the mobile financial services,
but there are other banks which can effectively take part in the business. Proper policy implementation would
boost up competition which would lower the price and raise quality. Money transfer fee should be lower. He also
emphasised that every person should be included in the development plan. He suggested that high-quality
products and services need to be ensured. Bangladesh Government’s Vision 2021 focuses on the
implementation of digital Bangladesh. Dr. Ahmad also said that policies must be formulated, implemented and

monitored with relevant indicators which will inevitably move the country closer to Vision 2021.

Time Bound Action Plan

Strengthen the foundation for interoperability

Establish interoperability among all financial service providers through
enabling inter-bank transactions using Unified Payments Interface (UPI).

Set up a central platform to ensure uniformity among Core Banking
Solutions (CBS) and mobile structures with one uniform users based
service.

Adopt market-wide approach for scaling up.

Bangladesh Bank
and FID, Ministry of
Finance

Bangladesh Bank

Bangladesh Bank

May 2018

April 2018

April 2018

Interoperable ecosystem

Introduce interoperability among all service providers existing in the
market; and develop an ecosystem where both existing service providers
and new entrants can have access.

Link existing MFS accounts with bank accounts; and encourage
individuals to open a bank account when he/she wants to open an MFS
account. Similarly, establish link between all smart cards and respective
bank accounts.

Bangladesh Bank and
FID, Ministry of Finance

Bangladesh Bank and
all banking institutions

May 2018

April 2018

Regulatory framework

Make regulations mandatory and avoid collaborative approach. These
should be implemented through a third party.

Bangladesh Bank and
FID, Ministry of Finance

May 2018
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