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Sequence of the Presentation

* E-Commerce CAREC Region Overview since 2019

* Defining and measuring payment interoperability, General

* Shaping the future of cross border fast payment system, ASEAN.
* CAREC level of implementation of cross border paperless trade.
* Conclusion
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E-Commerce Use, 2019

Mumber of Users

User Penetration

Average Revenue per User

(million) (% of population) -y
Afghanistan n.a n.a. n.a.
| Azerbaijan 31 31 101.22
PRC 855.1 &1 1,008.80
Georgia 1.3 35 78.03
Kazakhstan 7.0 38 12926
Kyrgyz Republic 1.5 23 33.10
Mongolia 0.8 24 3812
Pakistan 41.0 19 51.92
Tajikistan 1.4 15 21.60
Turkmenistan 0.9 15 21.50
Uzbekistan 8.5 25 42 32
CAREC-10* 65.4 21 60.15
All CAREC countries 920.5 54 041.42
Waorld 3,170.8 a4 607.07

CAREC = Central Asia Regional Economic Cooperation, n.a. = not available, PRC = People’s Republic of China.
* CAREC-10 includes all countries in the CAREC Program except the PRC.

Mote: E-commerce is one of six major business-to-commerce digital platformes, the other five being online travel, advertising
technology, transportation, e-services, and digital media.

Source: ADB estimates based on Statista. 2020. Statista Digital Market Outlook. https://www httpsy/fwenw statista.comfoutlook/

digital-markets.
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Internet Infrastructure

International
Secure Internet Internet Bandwidth 3G MNetwork 4G Network
Servers per per Internet User, 2018 Coverage, 2018 Coverage, 2018
Million People, 2019 (bps) (% of population) (% of population)

Afghanistan 28 n.a. 303 14.9
Azerbaijan 369 52143 95.0 481

PRC 735 27722 98.0 99.0
Georgia 2,776 140,194 100.0 85.0
Kazakhstan 2,359 55,068 927 75.0
Kyrgyz Republic 288 47,864 75.0 50.0
Mongolia 1,690 22,399 95.0 273
Pakistan 63 20,854 78.5 547
Tajikistan 71 2,256 90.0 80.0
Turkmenistan 20 n.a. n.a. 67.0
Uzbekistan 453 n.a. 75.0 43.0
CAREC-10" 812 n.a. 73.0 55.0
All CAREC countries 805 75.0 59.0
World 10,050 224 803 86.0 69.0

bps = bits per second, CAREC = Central Asia Regional Economic Cooperation, PRC = People’s Republic of China, 3G = third
generation, 4G = fourth generation

* CAREC-10 includes all countries in the CAREC Program except the PRC.

Sources: World Bank, World Development Indicators. https:f/databankworldbank.org/source/world-development-indicators
faccessed 1 August 20200; Portulans Institute. 2019, The Metwork Readiness Index 2019: Towards a Future-Ready Society.
Washington DC. https://networkreadinessindex.orgfwp-contentf/uploads/2020/03/The-MNetwork-Readiness-Index-2019-MNew-
varsion-March-2020 pdf; and Global System for Mobile Communications Association. Mobile Connectivity Index 2019.
httos:-/fwwwormobileconnectivitvindex.com/ Caccessed 1 August 20207
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Internet Download Speeds, 2020 (Mbps)

Country Mobile Download Speed Fixed Broadband Download Speed

Afghanistan .52 7.38
Azerbaijan 30.99 21.24
PRC 103.67 133.60
Georgia 2772 2619
Kazakhstan 2125 46.31

Kyrgyz Republic 20.06 40.26
Mongolia 1919 35.63
Pakistan 14 .86 887
Tajikistan 12.62 2759
Turkmenistan 3.69
Uzbekistan n.78 2852
CAREC-10" 1822 24 57
All CAREC countries 2677 34.48
World 3467 7826

CAREC = Central Asia Regional Economic Cooperation, Mbps = megabits per second, PRC = People’s Republic of China.
* CAREC-10 includes all countries in the CAREC Program except the PRC.
Source: Speedtest Global Index. https:/fwww.speedtest.net/global-index (accessed 11 June 2020).
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Internet Access and Usage

Internet Households with Households Mobile
Internet Users, Penetration, Internet Access, with a Computer, Connections,
2019 2019 2018 2018 2019

(million) (% of population) (% of households) (% of households) (million)
Afghanistan 7.65 20 & 343 2692
Azerbaijan 8.05 80 78 6410 11.29
PRC 854.50 59 60 55.00 1,610.00
Georgia 270 68 70 6211 557
Kazakhstan 14.73 79 88 78.50 2545
Kyrgyz Republic 3.06 47 21 23.29 973
Mongolia 2.20 68 23 36.45 442
Pakistan 76.38 35 22 16.15 164.90
Tajikistan 2.42 26 12 14.83 10.04
Turkmenistan 1.56 26 1 10.73 479
Uzbekistan 18.34 55 80 38.50 2514
CAREC-10* 127.09 50 41 35.00 28825
All CAREC countries 991.59 51 43 37.00 1,898.25
World 4.540.00 59 55 4710 7,950.00

CAREC = Central Asia Regional Economic Cooperation, PRC = People’s Republic of China. N
* CAREC-10 includes all countries in the CAREC Program except the PRIC. CAREC

Sources: Kemp, Simon. 2020. Digital 2020. Afghanistan. https://datareportal.com/reports/digital-2020-afghanistan; Kemp, Simon. M
2020. Digital 2020: Azerbaijan. https://datareportal. com/reports/digital-2020-azerbaijan; Kemp, Simon. 2020. Digital 2020: China.
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Electronic Payment Capacity and Use, 2017 (%)

Share of Respondents Who

Used the
Used a Debit Internet to Made or Used Mobile
or Credit Pay Bills or Received Phone or
Own a Debit | Own a Credit | Card to Make Purchase Digital Internet to

Country Card Card a Purchase Online Payments Access Account
Afghanistan 27 1.1 0.5 10.8 0.9

l Azerbaijan 246 53 7.4 9.4 24 .6 2.0
PRC 66.8 20.8 419 48.8 679 398
Georgia 399 14.6 18.5 135 53.0 o4
Kazakhstan 39.7 20.0 255 243 539 18.2
Kwrowvz Republic 19.3 36 6.7 50 361 s 5
Mongolia 75.7 3.2 60.8 171 853 384
Pakistan 8.3 1.0 8.0 17.7 7.6
Tajikistan 15.9 5.7 10.8 12.8 439 83
Turkmenistan 379 56 2.0 243 22
Uzbekistan 241 0.6 250 71 342 6.7
CAREC-10* 28.8 6.1 20.0 10.0 394 10.0
All CAREC countries 323 7.6 225 13.5 420 12.7
World 477 18.4 32.6 29.0 523 249

CAREC = Central Asia Regional Economic Cooperation, PRC = People’s Republic of China.
2 CAREC-10 includes all countries in the CAREC Program except the PRC.
Source: World Bank. DataBank. Global Financial Inclusion. https;//databank worldbank.org/reports.aspxfsource=global-financial-
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Postal and Logistics Performance Indexes, 2018

LPIl Score
Mail Delivered at LPI1 Score for for Quality LPI Score for
Postal Reliability Home Infrastructure of Logistics Timeliness of
Score (% of population) Quality Services Shipments
Afghanistan & 50 1.81 1.92 238
Azerbaijan 86
PRC 85 a9 375 3.59 3.84
| Georgia 99 100 238 2.26 295
Kazakhstan 72 94 255 258 353
Kyrgyz Republic 20 238 236 294
| Mongolia 47 51 210 2.21 3.06
Pakistan 54 95 220 259 2.66
| Tajikistan 1 75 217 233 295
Turkmenistan 223 231 272
Uzbekistan 41 100 257 259 3.09
CAREC-10 countries 47 81 227 235 292
All CAREC countries 51 83 2.4 2.47 3.01
Warld 49 80

CAREC = Central Asia Regional Economic Cooperation, CAREC-10 includes all countries in the CAREC Program except the PRC,

LPI = Logistics Performance Index, PRC = People’s Republic of China, UMCTAD = United Mations Conference on Trade and

Development.
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Overview of E-Commerce-Related Legislation
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Legislation

Afghanistan
People’s Republic
of China
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Kyrgyz Republic
Tajikistan
Turkmenistan

E-transactions == - - - - - - - - - -
E-documents Bl - - - - - - - - - -
E-signatures = - - - - - - - - - -

Internaticnal
certificates

b - - - - - - - - - -
and foreign
signatures
Privacy = - - - - - = = = = -
Cybercrime - - - - la] la] (o] - (o] o] e
Consurmer

- - - ] - (] - L e - o

Protection

= = gpecific legislation or modern statutes are available that are generally compliant with international instruments (wwith minimom
prowvisions applicable to e-commerce transactions’).

transactions and is considered media-neutral legislation or statutes_

",

= there is incomplate legislation, outdated provisions, or a law has yet to be enacted.
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o = there is no specific legislation but there is general legislation (such as civil or criminal codes) that is applicable to all kinds of N
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World Economic Forum, 2022

Defining and Measuring
Payment Interoperability
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Background

* According to PayPal’s Borderless Commerce Report, worldwide e-commerce is expected to grow 14.3% in
2021, with a 28% increase in new online shoppers.

* Based on Visa’s latest Global Merchant E-commerce Study, 66% of e-commerce companies are selling
products across borders, with cross-border sales accounting for around one-third (31%) of their revenue on
average.

* Eventhough 87% of merchants believe their biggest growth potential lies with international online sales
expansion, owners of small businesses expressed their reluctance to take actions to expand into new
markets.

* Lacking interoperable payment solutions suitable for international trade is preventing merchants, especially
small and medium-sized enterprises (SMEs), from tapping into international markets:

* Accordingto a survey conducted by Visa, only half of the merchants have a payment processing infrastructure that is suitable for cross-
border payments.

* Closeto 40% of merchants consider accepting and processing foreign transactions an obstacle in achieving their growth potential
through selling abroad online.

* Based on a survey conducted by PayPal, while 18% of global merchants said that having to accept new, local payment methods is
preventing them from selling their products and services in more markets, 40% of online shoppers say they are likely to abandon a
purchase if their preferred method of paymentisn’t available.
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Definition of payment interoperability

* Technical interoperability: most of the existing discussions on payment interoperability focus
on technical or system interoperability. Technical interoperability measures the ability to build
seamless connections across different payment methods or closed networks.

* Regulatory interoperability: the ability to connect payment systems within a jurisdiction or “across

different jurisdictions governed by differing regulatory requirements in order to ensure that
transactions are conducted in a lawful manner.”

* Usage interoperability: the ability for different demographic groups to participate in the digital

economy and to transact across different geographies at low cost, leading to inclusion without any
discrimination
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China’s move to payment interoperability

@ As a pioneer in digital payments, e-money has dominated
China’s mobile payment scene. For a long period of time,
Weixin Pay, a payment service built into Tencent’s social ~
communication app Weixin, and Alipay, an e-wallet company grown |
out of Alibaba, have operated as semi-closed loop systems with
their own QR code standards. In recent years, the People’s Bank of
China has pushed for public and private sector collaborations for a
more open ecosystem across different payment methods. Weixin
Pay is currently cooperating with multiple banks and institutions
to promote a more comprehensive payment interconnection. In
addition, Weixin Pay and UnionPay Cloud QuickPass, which is
owned by one of the largest card networks in China, have created
a comprehensive interoperability mechanism with various in-
depth payment and service interconnection scenarios. Starting
from September 2021, UnionPay Cloud QuickPass app users
can scan Weixin Pay QR codes to make offline payments. Weixin
Pay users can do the same with UnionPay Cloud QuickPass QR
codes. As more payment service providers in China expand their
collaborative approach to QR codes, there is expected to be a shift 11-1% | ‘
from previously incompatible technical standards between different : S, |
payment services to a more open and mutually compatible payment
services framework, thereby increasing convenience for consumers.

70 117

Sl

b e S ' A )
ot ARG S SRR L AL




QR code standardization in ASEAN

@ QR codes have a strong presence in Association of
Southeast Asian Nations (ASEAN) countries. Scan-to-pay
transactions within China have grown 15-fold between
2019 and 2022 hitting 9.6 trillion yuan ($1.5 tnllion) in the fourth
qguarter of 2019 alone.?® Regardless of the current economic
downtum, the COVID-19 pandemic has only intensified the QR
code market, increasing transaction activity over the first quarter of
2020 by 269 compared to the same pericd the year prior. As QR
codes across ASEAN have become more ubiquitous, the adoption
of an interoperability approach is timely.

The ASEAN Bankers Association (ABA) has led an effort to create
an interoperable QR code. The main objective is to provide low-
cost and convenient cross-border payments across ASEAN 1o
further facilitate retail consumer business transactions through
tourism and trade. There is potential to harmonize the use of
national OR payment codes through the adoption of standards
developed by EMVCo, ISO20022, open loop. and other standards
and technologies to enhance interoperability. Thus far, ASEAN
countries have adopted a bilateral approach for which national
QR payment schemes are “operationally ready” for cross-border
payments. These countries include Malaysia, Thailand and
Singapore. Other countries will certainly follow. The long-terrmm goal
is a hub and spoke approach. This collaboration is part of the
ASEAN Payment Connectivity initiative, which promotes financial
integration in the region through efficiency, reduced costs and
improved user experience for cross-border payments.

In other emerging markets the technology is left open. For
example, in Azerbaijan, QR code payment is available via an instant
payment system (IPS) and payment channels integrated into the
IPS. QR code payments via IPS offer several benefits. In particular,
perceived ease of use and high-level security are the two factors
that most strongly influence the intention to accept the use of QR
code payment services among users.

AREC
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To insure technical interoperability

‘Closed’ banking

Customers
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\,./

Bank nllﬂl]

Custfomear clent
bank product data

Customers

‘Open’ banking

Third-party providers

Price comparson websites

Souncoc Doloitto anablysis, hitpsSAsnenes 2 doloitte comydcontent’ damy Daloittedce/Documaentsfinmncial senvicas/cr - opon: banking-and- peds oot
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mBridge cross-border transactions
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World Economic Forum, 2023

Shaping the Future
of Cross-Border Fast
Payment Systems:
Revolutionizing

Transactions In
South-East Asia

BRIEFING PAPER
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The rise of internet usage across ASEAN countries since
1990

Individuals using the Internet (% of population)

100% Malaysia
Singapore
# Thailand
80%
® Viet Nam

e Indonesia

60% e Lac PDR
e Cambodia
e Philippines
¢ Myanmar
40%
20%
0%
1890 1995 2000 2005 2010 2015 2020

Source: International Telecommunication Union (ITU) World Telecommunication/ICT indicators Database
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Account ownership at a financial institution or with a mobile money service
provider

® Myanmar e Cambodia e Laoc PDR e Indonesia e Philippines
® Thailand e Viet Nam Malaysia Singapore

Percentage of population aged more than 15 years
100 o7
a0
80
70
60
50
40
30
20
10
0

2011 2014 2017 2021

Source: World Bank, Findex 2022 edition
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Increase in the use of digital tools in ASEAN following the pandemic
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Ranked by usage increase

e Temporary

Social media 51 36.2 14.8
Online technology as
E-commerce buying a2
Virtual mestings 40 22.8 17.2

Video streaming a8

E-banking aa

Food delivery 34

Video games a3 13.2

E-wallets o7 15.7 11.3

Digital government o9 8.2 13.8

E-commerce selling 18 9.5 8.5

Enterprise resource planning (ERF) 16

Telemedicine 13

Ride-sharing 13 5.6 7.4

©
e
©
(8]
—

Travel apps

=]

10 20 30 40 S0 &0
% of respondents

Source: World Economic Forum and Sea Group, COWD-19 — The True Test of ASEAN Youth's Resilience and Adaptability: Impact of Social Distancing on ASEAN
Youth, ASEAN Youth Sunrey 2020 Edition, July 2020
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Lessons learned from the implementation of the
PromptPay—PayMNow linkage

Thes FromptPaey—FPayioes linkags represants

an imporant milestone, proving the viabidity

of connacting domestc FPS across bordaers.
The project faced complaitias, but, throwgh
structursd collaboration, sakeihwolders im
Thailand and Singapors sucosssiully delivaersed

a world-first inkage that mesets customer Nneaeds
for comvaniant, accessible and afordable cross-
border payTrmeanis.

The different staksholders involvad inthis
project provided sevaral lessons leamed,

wwhich they baliewe could ba valuabls o othar
countrias looking 1o implament similar cross-
border inkampess batweaan thar paymeant sysheams.
They can ba groupad into the following free ko
v Erancining Cataporiea:

1. Governance: establishing
robust govermnance and project-
management structures

The projaect aestablished clear gowvermamos arnd
propect- mansgermant stnuctures. upfront. A
stearing committess of sanior cantral bank
officials prowvieded ovaersight and direction.
Project-managament offices im each country
facilitated workimg groups cowvering business,
technical and legal' regulaiorny sswes ™ Domeastic
operators, ssitlemeant bankcs and commencial
banks from both cowmines collaborated chossdy
Strong governancs and strectured project
managament enabled algnment across
miuliple staksholders.

2. Technical standards:
allowing flexibility in technical
standards

Allloawimg flexibiiny in technmical standards
ensurss adaptabiiny 1o unforesesan challenges.,
prommotes collaboration and facilitates the
integration of evolving technologies to meaat
dynamic project neads. To streamline cross-
border paar-to- paar [P2P) fund mansfars,

BCS and T (the two countrieas’ sysberms
opaerators) devisad a gatsw ey wsing 1S5S0 20022
as tha message benchmark. Tha solution
facilitates message comearsion for cross-border
sactions whis maintaming domeastc formants,
and addressas the tme discrepancy bt aan
PrompiPaey and Payhow. Ensurimg flexibility in
the mplemantaticn of the cross- border linkags
wwas balanocad with interoparability neaeds, wihech
haelpad to smooth onboarding and minimieed
dismnuption across legacy infresmucture.

3. Regulation: bridging
operational differences

Ciifarant counmiss have difersnt l@ews and egulations:
such oparaticnal differences ans common andl mst
b studied and rescbved colaboratvaly. For escampla,
the tumarnsund tmes differsd batesscsn PrompiFenye
and PayiNow, wihich had 1o b= addmessed to awvoid
transacton fmliures. MNew. asynchronous messaginmg
flowws wearns mplamentad. Ancther scample was the
disparity in amti- maonsy laundaring’ combatimg the
fimamcing of termori=n BAMLACFT) soreanming batewesnm
thea coumtrias: Thaland requires real-ims Scresming
1t ba conducted durimg the ook up stage, whersas
Singapore is opan o performming this at the payrmenit
Stags. Althougih the domestc systems shared
amilarities,. thay had opermtonal diferences. that
meaded carsful reconciliaton, mcluding vanations in
the messags formats: and tming. Instesd of tryimg to
comipiststy hamoniecs the: approaches, @ cormpromisas
wwas reached that considerad the diffenng processeas
in both countnes and respaected easch country’s
approach and homoursd their respaecties recguilations.

4. Testing: conducting extensive
testing and ensuring comparabl=
methodologies

T project alotted signimcant time for rigonus testmg
by operators and bankcs. This revealed umantcipeabssd
Esuas,. such as subty difersnt data-falkd normns, which
caussd transasctions o f@l Whils time- consunming.
cormprahaensog testing aensursd a smoothibhy functioming
FSystem. As wall as providimg sufficient testimg
resounces, i was aso crucial fo ensurs frorm the outsst
that the tasting methodologies used by both parties
wware cormparabie.

5. Collaboration: developing legal
frameworks collaborativeby

Derveloping mutually accepiable legal agreesnants
betwaan partias in wo uisdichons was corm ples:
but essantal for risk managemeant and recourss.
Aonovel multiparty stmeciure swwas dewvised to handls
Esues snch as gowvsrmancs. liabiiny and dispuns
rasoiution. Whils demanding. this collabomtive kagal
infrasmuciure providaes the bedrock: for sestanakbbs
kcnetarmy Awnthawriny of Singapors wars also highlighted
as key staksholders inoovarsesing the govermamos
of this progact. In casss wherns agresments. ool
mot ba reacheaed batewessn the particpating bankcs
and pagrmeent sarvice prowviders, thess issues could
be ascalated to the camral banks. for resclution.

Case study: The
PromptPay-PayNow
cross-border payments
linkage between
Thailand and Singapore
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Implementation varies widely across CAREC
countries

» CAREC average implementation rate at 69%

» China, Azerbaijan and Georgia leading the CAREC subregion

Overall implementation of trade facilitation measures in CAREC countries

N

2 2

> >
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H Transparency

87% o1% 87% Regional average: 67%
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X
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B Formalities M Institutional arrangement and cooperation

Tajikistan

Paperless trade

Turkmenistan

Uzbekistan
Asia-Pacific
CAREC

B Cross-border paperless trade

Source: UN Global Survey on Digital and Sustainable Trade Facilitation, 2023. www.untfsurvey.org
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Implementation improved in CAREC subregion

» CAREC average implementation: increased by 5 percentage points

» Significant progress observed in Uzbekistan and Pakistan
Trade facilitation implementation by CAREC countries between 2021 and 2023

71%

66%

100%
91%  91% 23%
87% 87% —
85% 85%
83%
o
s e 14%
|
9 —
71% 72% 71%
68% 67%
64%
60% 57%
51% 51% 51%
47%
a9 43%
40%
20%
0%
Asia-Pacific CAREC

Afghanistan Azerbaijan China Georgia Kazakhstan Kyrgyzstan Mongolia

Tajikistan

m2021 m2023

Source: UN Global Survey on Digital and Sustainable Trade Facilitation, 2023. www.untfsurvey.org
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Implementation varies across different sub-groups

» WTO TFA related measures well implemented (>70%)

» Cross-border paperless trade and sustainable TF measures implementation
relatively low, despite good progress made

Average implementation of different sub-groups of trade facilitation measures by
CAREC countries between 2019 and 2023

100%

89%

80% 77%

‘1 5%
73% 73%

6 67% 9 = %
‘ 11% . 210 % 67%

58%
57% 55%

60%
60%

56%
50%
47%

40%

20%

0%

Transparency Formalities Institutional Paperless trade Cross-border paperless Trade facilitation for Agricultural trade
arrangement and facilitation trade SMEs facilitation
cooperation

Women in trade Trade finance Trade facilitation in
facilitation facilitation times of crisis

W2019 ®2021 m2023 N
CAREC

Source: UN Global Survey on Digital and Sustainable Trade Facilitation, 2023. www.untfsurvey.org g/
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Implementation of cross-border paperless
trade measures remains low

State of implementation of ‘cross-border paperless trade' in CAREC

Recognised certification authority

Laws and regulations for electronic transactions

Paperless collection of payment from a documentary letter of credit

Electronic exchange of Sanitary & Phyto-Sanitary Certificate

Electronic exchange of Customs Declaration

Electronic exchange of Certificate of Origin

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M Fully implemented = Partially implemented M Pilot stage of implementation 1 Not implemented H Don't know B Not applicable N
CAREC

Source: UN Global Survey on Digital and Sustainable Trade Facilitation, 2023. www.untfsurvey.org & neTTTE S
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Conclusion

* Establish a comprehensive national interoperability policy.
* Provide a framework for intra-agency collaboration.

* Enhance public and private sector collaboration.
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