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Background Paper  

Central Bank Digital Currency (CBDC): How Should Bangladesh Proceed? 

  

Segment 1: Why the Paper?  

Expedient digital payments have grown enormously in volume and diversity through-out the globe 

and, central banks are actively researching the potentials of offering a ‘Digital Currency’1 to the 

public - Central Bank Digital Currency (CBDC). CBDC is a new form of money issued digitally 

by the central bank that intended to serve as ‘Legal Tender’2 (Mancini-Griffoli et.al, 2018). This 

digital payment instrument is to be denominated in the national unit of account and is a direct 

liability of the central bank (Group of Central Banks, 2020)3, which is to be served both as a 

medium of exchange and a store of value (CPMI-BIS, 2018). CBDC issuance and design are 

sovereign decisions to be made by each jurisdiction, and international consensus would also be a 

precondition to succeed.   
 

The concept of CBDC is said to start evolving since 1990s4 , and proposition of James Tobin on 

‘financial innovation and deregulation’ in 1985 also resembles the notion (Tobin, 1985).5 The 

present concept of CBDC may have been partially inspired by Bitcoin and similar block chain-

based cryptocurrencies. Experiences associated with the launching of private e-money6 offered 

further momentum to the exploration process of the CBDC as central banks and monetary 

authorities around the globe started fearing that these private e-money might gain supremacy over 

the public money, and they may lose control over the financial and payment system over time.    

 

Ben Broadbent, the Bank of England’s deputy governor of monetary policy, appears to be the first 

user of the phrase ‘Central Bank Digital Currency’ in March 2016.7  Ecuador 8 is said to create the 

                                                             
1 Digital currency is a form of currency that is available only in digital or electronic form, and not in physical form, 

which is also called digital money, electronic money, electronic currency, or cyber cash. 
2 Change in legislation may be needed for CBDC to be legal tender; the definition of legal tender-usually applied to 

banknotes and coins issued by central banks-varies slightly across jurisdictions (Mancini-Griffoli et.al, 2018).  
3 Some studies referred to ‘synthetic CBDCs’, which are the equivalent of narrow-bank money and not a direct claim 

on a central bank; this is not a CBDC by definition and lacks the neutrality and liquidity of central bank money. 

Similarly, a liability issued by a central bank that is not in its own currency (i.e. where it does not have monetary 

authority) is not a CBDC. 
4 Central banks have directly released e-money previously – such as Finland's Avant stored value e-money card in the 

1990s (Aleksi Grym et.al, 2017).  
5 To create several categories of deposit liabilities backed by the assets.  
6 Facebook declared private e-money ‘Libra’ in 2019 and provoked many others like Amazon, Google, and Apple etc. 

to work on it.  
7 Broadbent, Ben (March 2, 2016). Central banks and digital currencies (Speech). London School of Economics: Bank 

of England. Retrieved June 19, 2021. 
8 One of the earliest examples of retail CBDC was in Ecuador from 2014 to 2018, when the central bank created a 

broadly accessible pilot retail CBDC that operated through citizens' mobile phones; the program closed in part due to 

low citizen adoption (White, 2021). 

https://en.wikipedia.org/wiki/Bitcoin
https://en.wikipedia.org/wiki/Blockchain
https://en.wikipedia.org/wiki/Cryptocurrencies
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first pilot of the concept during 2014-2018 that did not employ block chain. As of late 2019, central 

banks representing a fifth of the world’s population reported that they were likely to issue CBDCs 

very soon, and the share of central banks (by number) that are likely to issue a retail CBDC over 

the medium term (in one to six years) doubled in 2019 (Boar et. al., 2020). Available published 

literature reflects that 80 percent of the world’s central banks have engaged in investigating CBDC 

and a good number of them have progressed past conceptual research to experimenting and 

running pilots.9 During the Covid-19 pandemic, social distancing measures, public concerns that 

cash may transmit the Covid-19 virus, and new government-to-person payment schemes have 

further sped up the shift toward digital payments and may give a further impetus to CBDC (Auer 

et al., 2020b). 

 

The emergence of CBDC issued to the general public has prompted intensive debate and optimism 

(Shirai, 2019). Commercial bank money has been digital already for decades, and there is a 

widespread and growing use of digital means of payment on a daily basis, and  central banks 

already provide wholesale digital money to banks. Now regarding potential launching of CBDC, 

there are skepticism and many open questions remain. In the growing literature on CBDC, 

discussions centered on several fundamental questions: Does the economy need CBDC at all? How 

central banks should create money and whether CBDCs are desirable in that context?  If desired, 

what would be policy and technology design to draw optimum benefits? What would be the 

systemic implications of CBDCs and how to cope with the changes?  What would be the 

implications of CBDC for cross-country payments? To what extent would this complicate know-

your-customer and AML/CFT compliance? And if CBDC is used for cross-border transactions, 

how should central banks be required to coordinate and cooperate? These issues are also relevant 

for Bangladesh. Bangladesh and South Asian economies are yet to be very active in researching 

CBDC and the associated piloting. Despite commonalities, coping up with the changes and 

drawing optimum benefits would not be same in developed and developing countries having 

different socio-economic situations, technology adoption, and governance structure. A country’s 

stand and potentials would vary even amongst peers. The paper is an attempt to facilitate ‘BSPS 

Discussion’ on perceiving CBDC in the context of Bangladesh. It puts forward issues and 

questions, and would draw recommendations (based on the discussions) on the country’s 

upcoming steps in connection with CBDC.   

 

 

 

                                                             
9 BIS (2020) finds that higher mobile phone usage (a measure of an economy’s overall digitization) and higher 

innovation capacity are positively associated with the likelihood that a country is currently researching or developing 

a CBDC. 
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Segment 2: What Technical Changes to Bring by Introducing CBDC and the Drivers? 

Currently, central banks issue two types of money and provide infrastructure to support a third. 

Physical cash is widely accessible and peer-to-peer, and central bank reserves are electronic and 

typically only accessible to qualifying financial institutions. The third type of money is private 

money, principally available through widely accessible commercial bank deposits. Importantly, 

while cash and reserves are a liability of the central bank, commercial bank deposits are not. CBDC 

would be a new type of central bank money (Group of Central Banks, 2020).  

 

Based on the published literature, the digital currency governance frameworks have two broad 

architectural shapes. Looking forward to the digital currency regime, installing CBDC means 

adopting Architecture-1 from the two available or proposed broad digital currency frameworks, 

and deciding on the associated broad question (Box-2.1). The second one (Architecture-2) is the 

concept behind Bitcoin, and Satoshi Nakamoto’s protocol envisions a decentralized consensus, 

with no need for a central intermediary (Appendix table-1). 

Box 2.1: What are the Board Governance Structure to choose from?  

Architecture 1: Centralized Governance [Accounts (identify)/Tokens (anonymity)]-Should the 

payment system rely on a trusted central authority (such as the central bank) to ensure integrity 

and finality? 

Architecture 2: Decentralized Governance [Accounts (identify)/Tokens (anonymity)]- could it be 

based on a decentralized governance system, where the validity of payment depends on achieving 

consensus among network participants on what counts as valid payments? 

 

Within the broad governance framework of Architecture 1, there are various design choices for a 

CBDC, including purpose- general purpose and/or wholesale; scope- domestic and/or cross-

border; access-widely vs restricted; degree of anonymity-ranging from complete to none; 

operational availability-ranging from current opening hours to 24 hours a day and seven days a 

week; and interest-bearing characteristics-yes or no (CPMI-BIS, 2018). 

 

Various design choices reflect that many forms of CBDC are possible, with different implications 

for payment systems, monetary policy transmission as well as the structure and stability of the 

financial system; and CBDC could be a new interest-bearing liability for central banks (Shirai, 

2019). CBDC could be account- or token-based, the former involving the transfer of a claim on an 

account and the latter of a token between wallets. A transaction in account-based CBDC would 

resemble today’s transactions between commercial bank depositors, except accounts would be 

held with the central bank. Transacting in token-based CBDC would involve more steps than 

exchanging cash but would offer the convenience of not having to meet in person (Group of Central 

Banks, 2020). To date, the major exploration focus of CBDC has been for domestic use only 

(Mancini-Griffoli et. al., 2018). Payment system design is a domestic choice, but it has important 
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international implications (Brunnermeier et. al., 2019). There are opportunities from CBDCs to 

enhance the efficiency of cross-border payments. Multi-CBDC arrangements could tackle frictions 

in today’s correspondent banking system, such as differences in opening hours, varying 

communication standards and a lack of clarity around exchange rates or fees (Ferrari et al, 2020).  
 

Based on published proposals on CBDC, Auer and Bohme (2020) classified CBDC design into 

four distinct architectures that differ in the structure of legal claims and the record maintained by 

the central bank.  

Box 2.2: Design Architecture of CBDC 

 

 

 

 

 

 

 

 

 

Note: Indirect or Synthetic CBCD does not allow the consumer to directly access central bank money, not 

all central banks recognize this architecture as a general purpose CBDC.   

 

‘Technical Design’ is another choice to make that regards the infrastructure. A CBDC 

infrastructure can be based on a conventional centralized database or instead on Digital Ledger 

Technology or DLT (Appendix Table-2). These technologies differ in their efficiency and degree 

of protection from single points of failure. DLT often aims to replace trust in intermediaries with 

trust in the underlying technology. It is to be noted that all central banks experimenting with DLT 

use permissioned variants, where operators can decide who is admitted to the network. No central 

bank report examined in this study has ventured to rely on permission less DLT, as used for Bitcoin 

and many other private cryptocurrencies (Calle and Eiden, 2020).  
 

Central banks and monetary authorities have been attempting to research and pilot all these design 

and architecture frameworks. According to the Reserve Bank of Boston (2020), over 85% of 65 

respondent central banks were conducting some kind of research or experimentation. Some were 

working primarily on the wholesale side, and some primarily on retail, but the largest number are 

looking into both. Starting with the Central Bank of Ecuador, central banks around the world have 

Direct CBDC is a payment system operated by 

the central bank, which offers retail services; a 

CBDC is a direct claim on the central bank; 

central bank maintains ledger of all transactions 

and executes retail payments. 

 

Hybrid CBDC an intermediate solution that 

runs on two engines; intermediaries handle retail 

payments, but the CBDC is a direct claim on the 

central bank, which also keeps a central ledger of 

all transactions and operates a backup technical 

infrastructure allowing it to restart the payment 

system if intermediaries fail. Intermediated CBDC an architecture 

similar to Hybrid CBDC, central bank 

maintains only a wholesale ledger, rather than 

a central ledger of all retail transactions; the 

CBDC is a claim on the central bank and 

private intermediaries execute payments. 

Indirect or Synthetic CBDC a payment system 

operated by intermediaries that resemble narrow 

payment banks; consumers have claims on these 

intermediaries, which operate all retail payments; 

intermediaries need to fully back all liabilities to 

retail clients with claims on the central bank. 
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been researching the concept and design of digital currencies for several years. About technology 

design, the Netherlands did internal experiments starting in 2015 with a DLT-based coin. Similar 

experiments by the England, Singapore, and Canada concluded that DLT was not yet mature 

enough for use in major central bank payment systems (Bank of England, 2017). The first publicly 

announced work on retail CBDCs was however conducted by the Swedish Riksbank in 2017 and 

has initiated a societal discussion on access to a central bank payments instrument for the general 

public. Alike Bank of Canada has been conducting work on retail CBDC as a contingency plan in 

case cash use suddenly declines or a private digital currency is widely adopted. While announced 

somewhat later, perhaps the most advanced CBDC project at present is that of the People’s Bank 

of China (PBC). Known as the Digital Currency Electronic Payment (DC/EP), this CBDC is now 

being piloted in four cities in China. DC/EP will be a cash-like liability of the PBC available to 

the general public- and to foreign visitors of China - through account-based interfaces. The 

European Central Bank (ECB), Bank of Japan, and the monetary authorities of Saudi Arabia, 

United Arab Emirates, Hong Kong, and Thailand focused on cross-border payments using 

Wholesale CBDC (ECB-BoJ, 2017). The Covid-19 pandemic has accelerated work on CBDCs in 

some jurisdictions. Like in the United States, early versions of Congress bills on fiscal stimulus 

included references to a ‘digital dollar’ as a means of quickly executing government-to-person 

payments, as an alternative to credit transfers and slow and costly cheques (Auer et.al, 2020a). 

Corresponding to that the Federal Reserve has continued its ongoing research on retail CBDCs 

(Brainard, 2020). South Asia remained slow in exploring the CBDC potentials. In January 2021, 

the Reserve Bank of India (RBI) stated that it is examining if there's a need to introduce CBDC in 

India, and in case, the need for a digital currency arises, the bank will look for ways to 

operationalize it.10  

 

As of mid-July 2020, at least 36 central banks have published retail or wholesale CBDC work. At 

least three countries (Ecuador, Ukraine, and Uruguay) have completed a retail CBDC pilot. Six 

retail CBDC pilots are ongoing: in the Bahamas, Cambodia, China, the Eastern Caribbean 

Currency Union, Korea, and Sweden. By mid-2020, 18 central banks have published research on 

retail CBDCs and another 13 have announced research or development work on a wholesale 

CBDC (Reserve Bank of Boston, 2020). Auer et al. (2020) identified three advanced approaches 

to draw lessons on CBCD: the Chinese Digital Currency Electronic Payments (DC/EP), the 

Swedish e-krona, and the Bank of Canada’s CBDC contingency plan (Appendix Table-3).  

 

Alongside central banks and monetary authorities, several international organizations have also 

been coming up with their findings and support activities. BIS has been particularly active in 

researching and coordinating group research on CBDCs. IMF, World Bank have begun to examine 

the potential innovative nature of digital CBDC proposals positively. Recently, BIS and a group 

                                                             
10 https://www.jagranjosh.com/general-knowledge/central-bank-digital-currency-cbdc-1612241965-1 
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of central banks11 of the advanced countries created common platform for identifying fundamental 

objectives and principles and the associated future course of actions.   Three common foundational 

principles for a central bank’s consideration of CBDC issuance that flow from their common 

objectives include: one, a central bank should not compromise monetary or financial stability by 

issuing a CBDC; two, a CBDC would need to coexist with and complement existing forms of 

money; and three, a CBDC should promote innovation and efficiency. These fundamental 

principles are implicitly or explicitly recognized in all cases of ongoing experimentation and 

piloting. To fulfil the foundational principles, some desired features on CBDC system, instrument 

and institution were identified. Regarding desired features of the institutions, it is expected to be 

Convertible12, Convenient13, Acceptable and Available14, and Low Cost15; the system is desired to 

be Secure16, Resilient17, Available18, Through-put19, Scalable20, Interoperable21, Flexible and 

Adaptable22; and there should be supportive and robust Legal Framework and Prudential 

Standards23 (Group of Central Banks, 2020).  

The CBDC and the associated macro changes need to offer optimum benefits to both advanced 

and developing economies if adopted. Economic and institutional drivers might be important 

determinants on the potential benefits that are not same in developed and developing economies.  

A study by Auer et.al, 2020 (published by BIS) identified certain economic and institutional 

drivers of CBDC development that must be investigated by the global economies. These are 

primarily associated with a country’s capability to develop and deploy a CBDC covering ‘digital 

infrastructure’, ‘innovation capacity’, ‘institutional quality’, and ‘development and financial 

inclusion’.  Regarding digital infrastructure, jurisdictions with greater mobile phone use (mobile 

cellular subscriptions per 100 people) or internet use (fixed line broadband subscriptions per 100 

                                                             
11 BIS along with a set of global Central Banks [central banks of Canada, Japan, Sweden, Switzerland, the United 

Kingdom and the United States have come together, along with the European Central Bank] have worked together 

attempted to come up with consensus on certain issues of the possibilities and emergence of CBDC. 
12 To maintain singleness of the currency a CBDC should exchange at par with cash and private money. 
13 CBDC payments should be as easy as using cash, tapping with a card or scanning a mobile phone to encourage 

adoption and accessibility. 
14 A CBDC should be usable in many of the same types of transactions as cash, including point of sale and person-to-

person. 
15 Low cost CBDC payments should be at very low or no cost to end users, who should also face minimal requirements 

for technological investment. 
16 Both the infrastructure and participants of a CBDC system should be extremely resistant to cyber-attacks and other 

threats. 
17 A CBDC system should be extremely resilient to operational failure and disruptions, natural disasters, electrical 

outages and other issues. 
18 End users of the system should be able to make payments 24/7/365. Throughput The system should be able to 

process a very high number of transactions. 
19 To accommodate the potential for large future volumes, a CBDC system should be able to expand. 
20 To accommodate the potential for large future volumes, a CBDC system should be able to expand.  
21 The system needs to offer sufficient interaction mechanisms with private sector digital payment systems and 

arrangements to allow easy flow of funds between systems. 
22 A CBDC system should be flexible and adaptable to changing conditions and policy imperatives.  
23 A central bank should have clear authority underpinning its issuance of a CBDC, need to conform to the appropriate 

regulatory standards. 
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people) may have a more developed infrastructure for the central bank to develop CBDC. In 

connection with innovation capacity, jurisdictions with a higher innovation score have greater 

potential to support central banks in designing a new CBDC ecosystem, may be more likely to see 

CBDCs. About, institutional quality, jurisdictions with higher government effectiveness may be 

more likely to launch CBDC projects, and central banks in jurisdictions with a large informal 

economy may have greater interest in creating a data trail for transactions, and thus promoting use 

of a digital currency. In connection with development and financial inclusion, countries with 

higher financial development may have greater demands on innovative solutions for wholesale 

settlement. Investigation on the different country contexts confirms that the CBDC project index 

is strongly associated with higher mobile and internet use, a higher innovation capacity, and 

stronger governance framework (Auer et.al, 2020).  

 

Segment 3: What are the Motivational Forces for Adopting CBCD?  

Why the central banks are considering, researching, or piloting the CBCD proposals? Several 

motivational factors and positivity came up as part of the literature review (based on CPMI-BIS, 

2018; Group of Central Banks, 2020; BIS 2020; Brunnermeier et.al, 2019; Panel of Central 

Bankers, 2021).  

Convenience is probably the primary motivation of adopting CBDC. It would be possible to offer 

very convenient and fast payment services within a CBDC framework. Enthusiasts see an 

extremely efficient domestic payment and financing flow system in the CBDC structure.  

Financial inclusion is an important motivation for some emerging economies regarding CBDC 

proposals. There is still a large number of low-income people or people living in rural areas who 

are unbanked and without access to commercial banks, MFS and the internet and, thus, use cash 

as their main payment method on a daily basis. Retail CBDC might promote digitization of the 

economy and, thus, economic and social development.  

A CBCD might offer better access to the central bank’s money and resilience. This access could 

be crucial for confidence in a currency in this age of private e-money. A CBDC could not only act 

like a ‘digital banknote’, the system could act as an additional payment method, improving 

operational resilience and contribute more in emergency. It might also be useful in handling 

inconvenient, socially inefficient, fragmented payment arrangement.   

There are opinions that installing CBCD might be associated with greater safety and stability24 of 

the system. If the general public solely depends on private sector money, the private sector issuers 

may take advantage of their privileged positions, possibly by increasing fees and lending interest 

rates and misusing the information obtained from tracking transactions. Cashless payment 

                                                             
24 Riksbank has found CBCD important to provide a safe, liquid payment instrument equally to both the general public 

and financial institutions for the sake of fairness in a democratic society.  
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providers may also go bankrupt as a result of systemic financial crises. CBCD might help making 

digital payment system more stable and safe.  

Emerging and developing economies might reduce cost of printing and managing cash and contain 

the associated crimes by promoting cashless payment tools using CBCD. Substantial money has 

been spent in each economy, not only on direct paper and design fees but also on the personnel 

and transportation costs as well as on the security fees paid to reduce robbery, tax evasion, and 

illegal activities, etc. According to an estimation in the context of some European countries, per 

head per year cost is around EUR130 and digital currency may save EUR110.25 The proposals 

based on DLT is said to be relevant to this motivation.  

Shift in CBCD from cash (physical money) to digital currency is one way to shift the economy 

from being informal-based to formal-based so that the economy becomes more tax-based, 

transparent, and efficient. DLT enables anonymity, but CBDC might reduce the possibility of 

executing unreported transactions and crimes. 

There are opinions that, shifting from cash to digital currency through issuing retail CBDC may 

enhance the effectiveness of monetary policy because of limiting the scope of cash substitution 

that could emerge to avoid a negative interest rate. For some jurisdictions, the Covid-19 pandemic 

illustrates the benefits of having efficient facilities like CBDC for the government to quickly 

transfer funds to the public and businesses in a crisis. 

Developing Fintech and financial development center has become one of the most promising 

routes for fulfilling several growth targets when some economies may find it difficult to develop 

banking systems and capital markets that are comparable to those in advanced economies. 

Adopting CBCD might come up as an alternative channel of payment and financial development 

to the emerging economies.  

CBCD may contribute to improving cross-border payments. Cross-border payments are inherently 

more complex than purely domestic ones. They involve more, and in some cases numerous, 

players, time zones, jurisdictions, and regulations. As a result, they are often slow, opaque, and 

expensive. An interoperable CBDC could play a role in improving efficiency in cross-border 

payments. 

 

A Survey by BIS (2019) reflects motivational forces in the context of advanced and developing 

economies (Box 3.1). 

 

 

 

 

                                                             
25 UNB News, May 24, 2021: https://unb.com.bd/category/Business/digital-currency-benefits-and-risks-of-the-

cashless-economy-in-bangladesh/70663 
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Box-3.1: How Central Banks Responded to the Survey on Motivations of Issuing CBDC? 

The survey asked central banks about their motivations for potentially issuing a wholesale or a 

general purpose CBDC. Looking across all respondents for both types of CBDC, ‘payments safety’ 

and ‘domestic efficiency’ are the most important motivating factors to the central banks.  

For general purpose CBDC, emerging economies value ‘domestic payments efficiency’ and 

‘financial inclusion’ the most. On the other hand, cross-border payments efficiency is the least 

important. In contrast, for advanced economies, ‘payments safety and financial stability’ are the 

primary motivators for potential issuance, and ‘financial inclusion’ is the least important factor. In 

qualitative commentary, central banks of emerging economies also note that ‘supporting 

digitalization’, ‘incorporating the informal economy’ and ‘fighting financial crime’ as key 

motivators. Some advanced economies are motivated by the prospect of a ‘less-cash’ or even 

‘cash-less’ society. For wholesale CBDCs, both advanced economies and emerging economies 

consider ‘payments safety and efficiency’ the most important motivating factors.  

Note: Central banks chose from a set of predefined factors and ranked their relative importance on 

a four-point scale ranging from “not so important = 1” to “very important = 4” and supplemented 

their choice with comments. All rankings remain in a rather narrow range which suggest at this 

‘investigative’ stage the main motivation is to learn. A total number of 63 central banks 

participated in the survey including Bangladesh Bank  

Source: BIS Survey, 2019.  

 

Segments 4: What are the Potential Risks of Installing CBDC?   

Several potential risks and discouraging issues26 came up to counter the initiative of adopting 

CBDC (Based on Boar et al., 2020; CPMI-World Bank, 2020; Margerate et. al, 2019;  Shirai, 

2019; Group of Central Banks, 2020; Agur et.al, 2019; IMF, 2020; and Panel of Central Banks, 

2021).  

Compared to cash, a CBDC system might provide a better means to distribute and use funds in 

geographically remote locations however, significant offline capabilities would need to be 

developed for the CBDC system. A successful cyber-attack on a digital CBDC system could 

quickly threaten a significant number of users and may cause a huge collapse. Defending against 

cyber-attacks might not be easy as the number of endpoints in a general purpose CBDC system 

would be significantly larger than those of current wholesale systems. 

                                                             
26 In a report in May 2021, The Reserve Bank of India sees CBDC as a double-edged sword and noted ‘CBDC is not 

an unmixed blessing -it poses a risk of disintermediation of the banking system, more so if the commercial banking 

system is perceived to be fragile,’; the RBI report also expressed concerns over CBDC designs promoting anonymity, 

as they could potentially aid money laundering and terrorism financing (https://www.coindesk.com/indias-central-

bank-sees-pros-and-cons-with-national-digital-currency). 
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Cybersecurity is a significant operational risk and central banks are not immune to hacks. In fact, 

instituting a CBDC could elevate the profile of the central bank as a target for cyberattacks. The 

likelihood and severity of cyberattacks would be further exacerbated for a CBDC that enjoys 

reserve currency status and is universally accessible and would open the platform to ‘many 

participants and points of attack.’ 

Increasing digitalization through CBDC could leave some sections of society behind as potential 

barriers around trust, digital literacy, access to IT and data privacy concerns might create a digital 

divide. Practically, for financial inclusion, an economy must address the causes of exclusion, 

which vary by jurisdiction and are often complex. Given the complexity of this issue and possible 

underlying obstacles to digital inclusion, any CBDC initiative would likely need to be embedded 

in a wider set of reforms. 

Although a CBDC could play a role in making fiscal transfers more efficient (especially in 

jurisdictions with greater unbanked populations), on its own, it would not be necessary or 

sufficient. A linked digital identity system would be a necessity to realize real improvement. 

Additionally, if fiscal transfers were made with CBDC there is a risk of blurring the division 

between monetary and fiscal policy and a potential reduction in monetary policy independence. 

The profit made by the central bank from its issuance of currency (a function of the currency’s 

face value minus production and distribution costs), forms a vital source of revenue (called 

Seigniorage) for USA and some other developed nations. If there is any possibility that CBDCs 

could provide an appealing alternative to the USD, the initiative might face a strong barrier.27   
 

When realized, CBDC systems would enter a crowded field of domestic payment systems and 

interoperability can enable complementarity and coexistence. For cross-border payments, closed-

loop systems28 (e.g. global stablecoins)29 can potentially offer some efficiencies but only if they 

interoperate with others. Interoperability between domestic CBDCs is not just a question of 

technical design and work on common standards and interfaces! Different legal and regulatory 

frameworks might present a significant obstacle to cross-border payments.  

There are opinions on the potential adverse impact on commercial banks by promoting a shift of 

retail deposits from commercial banks to the central bank. More generally, if banks begin to lose 

deposits to CBDC over time they may come to rely more on wholesale funding, and possibly 

restrict credit supply in the economy with potential impacts on economic growth.  

                                                             
27 Some have argued that developing a US CBDC could recover leakage of or even exceed the seigniorage from U.S. 

cash. This, of course, hinges on the perhaps overoptimistic assumption that future demand for a US CBDC would 

match or exceed the existing demand for US cash (Margaret, 2019).   
 

28 A closed loop control system is a set of mechanical or electronic devices that automatically regulates a process 

variable to a desired state without human interaction; unlike open loop control systems or switchable 

control loops, closed loops don't take input from human operators. 
29 Global 'Stablecoins' are cryptoassets pegged to a ‘stable’ asset or basket of assets. 
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There is a risk of disintermediating banks or enabling destabilizing runs into central bank money, 

thereby undermining financial stability. Today, the public can run into central bank money by 

holding more cash, but such runs are very rare. There is, however, a concern that a widely available 

CBDC could make such events more frequent and severe, by enabling ‘digital runs’ towards the 

central bank with unprecedented speed and scale.  

There are legitimate demands for anonymity to safeguard privacy in CBDC system. A design of 

CBDC that grants broad anonymity to users and limits traceability of transactions could become a 

favored medium for illicit activities, thereby potentially raising legal and reputational concerns for 

the Central Bank. Cryptocurrencies have been criticized by some as a preferred medium of 

payment for facilitating illegal activities.30   
 

Full anonymity is not plausible in a CBDC. For a CBDC and its system, payments data would 

exist, and a key national policy question would be deciding who can access which parts of it and 

under what circumstances. Striking this balance between public privacy (especially as data 

protection legislation continues to evolve) and reducing illegal activity will require strong 

coordination with relevant domestic government agencies (e.g. tax authorities). 

 

Segment-5: Where Bangladesh Stands in terms of the Key Drivers of CBDC development?  

The Government’s aim to establish ‘Digital Bangladesh’ and increase investment in 

infrastructure have created a suitable environment for strengthening the country’s 

developmental goals, and Bangladesh Bank has been formulating policies, regulations, and 

installing supportive infrastructure to facilitate cashless transactions and financial inclusion in the 

country.  
 

Payment structure of Bangladesh is broadly classified into Large Value Payment Systems (LVPS) 

and Retail Payments Systems (RPS). Large Value Payment System includes RTGS and High 

Value Electronic Clearing; and retail Payment System includes cash, paper based payments 

(Cheques, Pay Order, Demand Draft), Cards (Debit, Credit, Prepaid), Electronic Payments 

(Electronic Clearing, Electronic Fund Transfer, RTGS, Internet Banking, Mobile Banking), and 

MFS and DFS.  

Putting into place the ‘Bangladesh Automatic Cheque Processing System (BACPS) in 2010, 

Bangladesh Bank initiated massive modernization and adaptation of the technological 

advancement into the country’s payment system. As a further push to remove paper-based 

wholesale transactions, the central bank introduced Electronic Fund Transfer Network (BEFTN) 

and BACH in 2011 that significantly changed payment scenario of Bangladesh. Introduction of 

National Payment System of Bangladesh (NBSP) in 2012 made possible to interoperable card 

                                                             
30 A recent Europol report found that cryptocurrencies ‘remain the primary payment mechanism for the payment of 

criminal services. . . .’ For example, a militant terrorist organization, solicited donations in Zcash and Bitcoin in order 

to finance their propaganda efforts. A recent paper concluded that ‘illegal activity accounts for a substantial proportion 

of the users and trading activity of bitcoin’ (Kenneth, 2017).  
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(Debit and Credit), ATM and POS transaction. Because of NPSB, Inter-bank Fund Transfer 

(IBFT) is gaining prominence and popularity in payment systems. 

To facilitate an efficient, safe, and secured payment system, Bangladesh Bank started RTGS in 

2015 that provides facility of inter-bank electronic fund transfer on real time and gross basis. RTGS 

opened up a new horizon in time-critical payment and is particularly popular in business 

transaction and treasury operations of banks. At present, it accommodates automated challan, 

custom payments, and vat online to ease and ensure efficiency in government revenue collection. 

Practically, interbank transactions of the country is increasingly becoming digital (Table 5.1).  

Table 5.1: Interbank Transactions [BDT in Crore]  

Period 

MICR  

Cheque 

Non-MICR 

Cheque EFT RTGS 

No. Amount No. Amount No. Amount No. Amount 

May'21 1508117 198089.8 39193 758.9 3709102 36805.6 307478 158938.9 

March'21 1914982 207459.4 45755 818.5 3484113 32726.7 388997 191095.2 

Dec'20 1808262 216191.7 57109 1346.1 3089203 30915.2 309172 156259.8 

Sep'20 1728824 194531.1 17575 829.6 3124442 25686.3 267891 187955.6 

May'2031 772032 110347.2 10528 612.3 2591370 40081.1 5017 2174.0 

March'20 1756467 188218.5 14924 720.5 2243832 15749.3 222202 97298.1 

Dec'19 1897205 200724.5 23755 997.6 3205167 16502.9 205916 113401.5 

May'19 2118430 209773.2 14915 813.2 2267543 18165.8 157358 124292.6 

Source: BB Website.  
 

As a remarkable initiation of 2010, mobile technology and the use of mobile phones in the payment 

transactions by the common people opened up the opportunity to issue e-money by some bank and 

non-bank payment services providers. Using high-tech mobile technology, e-money and e-wallet 

have become popular for mobile recharge, remittance, merchant payment, bill payment, and other 

retail payments. Bangladesh is now well renowned for its achievement in Mobile Financial 

Services and its momentous contribution towards financial inclusion.  Way forward, emergence of 

DLT and widespread research and pilot have occupied a significant place in technology sphere, 

and opened up newer possibilities of moving towards a comprehensive shift to the digital payment 

further- a ‘Cashless Economy32’ or ‘Regime of CBDC’. This is time for getting ready to adopt the 

potential changes. Towards that certain economic and institutional drives (identified in segment 2) 

may be investigated that are relevant for Bangladesh’s capability to develop and deploy a CBDC 

in the context of the country and draw optimum benefits. 

                                                             
31 This is an abnormal period when the country confronts the first harsh wave of Covid-19 pandemic.  
32 This would minimize costs associated with excessive ATMs and bank branches, eventually leading them to become 

obsolete. The earnings of an individual would deposit directly into their wallets which can then be spent accordingly. 

It will eliminate the hassle of overpaying for microloans as the time lag to pay for them would decrease, reducing 

interest payments. Every business could have a digital ledger of its cash flow and sales, making it more difficult for 

employees or middlemen to embezzle cash because customers would pay directly into the seller's digital wallet. Many 

enterprises would be far more visible in regards to paying their sales and income taxes 

(https://www.tbsnews.net/thoughts/can-bangladesh-embrace-notion-cashless-economy-92203). 
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Regarding ‘digital infrastructure’, mobile phones, computers, and the internet stand out as the most 

prominent access points that define digital access. Bangladesh experienced notable improvement 

in terms of mobile phone and internet penetration over the years. Especially, in a decade, mobile 

penetration per 100 Bangladesh population increased from 35 to 102 in between 2009 to 2019. 

Though the number (102) is higher than the country’s South Asian neighbours India (84) and 

Pakistan (76), it remains below several other emerging economies like Nepal (139), Sri Lanka 

(144), and China (122).33 There is also ample scope to improve the use of smartphone, and male-

female and rural-urban disparities. According to a recent study titled 'Dynamics of gender and 

youth inclusiveness in technology in Bangladesh', released by SANEM and ActionAid 

Bangladesh, a combined total of about 80 percent of the male youth in rural and urban areas own 

smartphones while only 40 percent of the country's females are afforded the same facility.34 

According to the World Bank indicators (2019), advanced economies are much ahead in terms of 

internet infrastructure-fixed broadband subscriptions (per 100 people)35, which is above 40 in 

general36. South Asian economies including Bangladesh (4.96) were far behind.37 SANEM-Action 

Aid study found ‘only 50 percent of urban households have access to the internet while the statistic 

is less than 30 percent for homes in rural areas.’ Inclusive Internet Index (based on internet 

availability, affordability, and readiness) by Economist Intelligence Unit ranked Bangladesh 82nd 

(Table 5.2); and ranked 87th,  85th, and 76th  in terms of availability, affordability, and readiness.38  
 

Table 5.2: Overall Inclusive Internet Index Ranking 2021 

Economy Rank 

Sweden 1 

USA 2 

UK 9 

China 39 

India 49 

Sri Lanka 77 

Bangladesh 82 

Nepal  83 

Pakistan 90 

Source: https://www.thedailystar.net (2021)  
 

Urban Bangladesh emerged remarkably in terms of computer ownership.  However, it is not 

common to own a computer in rural areas. According to a BIGD (2020) survey, only 2.40 percent 

of the households own computers, however, more often there are accessible computer shops 

nearby. A large portion (77.54%) of rural households reportedly cannot operate a computer, the 

                                                             
33 https://data.worldbank.org/indicator 
34 The Daily Star, August 23, 2020: https://www.thedailystar.net/business/news/current-digital-divide-far-too-great-

achieve-vision-2021-1949405 
35 With some exceptions like China with 31 etc. 
36 Sweden (40.24), Canada (40.23) etc.  
37 Nepal (2.82), Sri Lanka (7.81), India (1.40), Pakistan (0.81).  
38 https://theinclusiveinternet.eiu.com/summary 

https://www.thedailystar.net/
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study found. The survey by BIGD (2020) also found the huge scope of improvement in the areas 

of digital literacy: the Digital Literacy Index (DLI)39 estimated mean score of 0.342 (out of 

maximum score of 1), and around 50% of the total identified literate population is said to have 

below-average digital literacy.  

‘Inclusive Development’ and ‘Financial Inclusion’ is amongst the key objectives of the digital 

inclusion strategy of the government of Bangladesh. In recent years, MFS has made a significant 

impact on reducing the unbanked population, rural-urban capital flow, and growth of online e-

commerce transactions in the country. Very specifically, MFS facilitated by Bkash, Rocket, Nagat 

have been playing remarkable roles in promoting payment inclusion in recent years that has 

notable implications for ‘Inclusive Development’. Still, a lot to achieve on the financial inclusion 

front (Table 5.3). Bangladesh was ranked 34th in the WEF's Inclusive Development Index40, 2018 

amongst the emerging economies. By 2030, Bangladesh is projected to become the 24th largest 

economy in the world; the key factor behind this growth has been smartly utilizing ICT to spur 

growth in all sectors. Despite notable improvement, the disparity between developed and emerging 

nations in terms of IDI score remained visible (Table 5.4).   

Table 5.3: Financial Inclusion Status [2017]   

Economy % of Included Population  Inclusion Rank  

Sweden 100 4 

Canada 100 5 

USA 98 28 

China 80 49 

India 79 50 

Sri Lanka 74 55 

Bangladesh 50 81 

Nepal 46 93 

Source: Findexhttps://globalfindex.worldbank.org/ 
 

Table 5.4: WEF Inclusive Development Index 2018 Score 

Advanced Economy IDI Score Emerging Economy IDI Rank 

Norway  6.08 Malaysia 4.30 

Sweden  5.76 Thailand  4.23 

Netherlands  5.61 Nepal  4.15 

Canada  5.06 China  4.09 

UK 4.89 Bangladesh  3.98 

USA  4.60 India  3.09 

Source: World Economic Forum41  

                                                             
39 Digital access dimension includes seven indicators under the domains of mobile phone, computer, and internet: 

mobile phone usages; access to smartphones; computer usage; access to village computer shops; awareness of internet; 

internet connectivity; and weekly internet usage. 
40 The framework identifies 15 areas of structural economic policy and institutional strength that have the potential to 

contribute simultaneously to higher growth and wider social participation in the process and benefits of such growth. 
41 World Economic Forum IDI Index: http://www3.weforum.org/docs/WEF_Forum_IncGrwth_2018.pdf 

http://finclusion.org/uploads/file/reports/fii-bangladesh-wave-6-2018-report(2).pdf
http://www3.weforum.org/docs/WEF_Forum_IncGrwth_2018.pdf
http://www3.weforum.org/docs/WEF_Forum_IncGrwth_2018.pdf
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Digital innovation capacity is particularly crucial to promote digital development and is said to be 

a very important driver to be ready to adopt CBDC. This indicates investment and promotion of 

technology, innovation, and associated investments, and R & D. Digital innovation capacity can 

be measured using pillars like talent, start-ups, and investments and patents. Global Innovation 

Index 202042 by the World Intellectual Property Organization (WIPO) estimated distant divide 

between developed and most of the developing countries, according to which except for China 

(14th) and Malaysia (33rd), all top 35 countries are high income countries of the globe (Table 5.5).  
 

Table 5.5: Global Innovation Index 2020 

Economy Innovation Index Score [1-100] Innovation Rank  

Sweden 62 2 

USA 61 3 

UK 60 4 

China 50 14 

India 36 48 

Sri Lanka 23 101 

Bangladesh 20 116 

Source: WIPO GII Index 2020 
 

Governance Indicators reflect institutional quality. Effectiveness in government, accountability, 

political stability, and rule of law are recognized indicators of institutional quality and governance.  

Worldwide Governance Indicators (Government effectiveness, regulatory quality, voice and 

accountability, political stability, and rule of law) again clearly indicate a great divide between 

developed and developing economies (Table 5.6). It also indicates that developing countries 

including Bangladesh need to achieve much more to ensure optimum use of CBDC.     
 

Table 5.6: Worldwide Governance Indicators  
Country Group Government 

Effectiveness 

Average Score 

(out of 100) 

Regulatory 

Quality 

Average Score 

(out of 100) 

Voice and 

Accountability 

Average Score 

(out of 100) 

Political 

Stability 

Average 

Score (out 

of 100) 

Rule of Law 

Average 

Score (out 

of 100) 

Advanced 

Countries: 
Sweden, Canada, 

United States  

 

94 

 

94 

 

92 

 

77 

 

95 

Emerging 

Economies: 
Bangladesh, 

India, Sri Lanka, 

Nepal, Pakistan 

 

34 

 

33 

 

37 

 

22 

 

35 

Note: based on https://info.worldbank.org/governance 

                                                             
42 Global Innovation Index 2020, World Intellectual Property organization: 

https://www.wipo.int/edocs/pubdocs/en/wipo_pub_gii_2020.pdf 
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Segment 6: How should Bangladesh Proceed?  

The development of technological infrastructure and growing initiatives and recognition of private 

e-money are leaving no option to the sovereign jurisdictions but to go for a form of CBDC in near 

future. A successful CBDC would need to become a resilient and inclusive digital complement to 

physical cash, featuring in everyday payment similarly to banknotes and coins. However, the 

design choice is not that straight forward and distinct. It is also early to draw firm conclusions on 

the net benefits of CBDC. Research and experimentation and the derived dilemmas pose huge 

difficulty and complexity for central banks in order to strike a balance between potential benefits 

and prospective risks to reach an end from the whole continuum of choices that are widely 

acceptable to both the advanced and emerging economies. Time will say whether the benefits of a 

single choice would outweigh the costs or not! However, in this enduring global drive of CBDC, 

Bangladesh cannot keep itself aside. The country needs to be ready and start researching and 

piloting guided by the commonly recognized fundamental principles that intend to complement 

cash, make public-private partnerships, and do not endanger the capacity of the central bank to 

safeguard its central goals of monetary and financial stability. What should be the upcoming moves 

of the country?    

One, It is recognized that the case for CBDC is likely to differ from country to country. CBDC 

may reduce the costs to society that are associated with the use of cash, may improve financial 

inclusion in cases of unsuccessful private sector solutions; and could also help central banks bolster 

the security and trust in the payment systems. However, all these potential outcomes may not be 

ensured automatically. Research, experimentation, and piloting are necessary to understand the 

country specific conditions and identifying future course of action for drawing optimum outcomes 

from the CBDC in near future. How the government and central bank of Bangladesh should 

proceed to attain that? What should be the roles of private sector and civil society organizations in 

this connection? What are the potential areas of CBDC where public-private partnerships might 

contribute?  

Two, Developing CBDC comes with a host of technological, legal, and economic issues that 

warrant careful examination, and the concerns of the advanced and developing countries are not 

same. Central banks are expected to set the highest technological and operational requirements to 

deliver a solution that is likely to become scalable, interoperable, and trustable. Other than a few 

exceptions like China and Malaysia, most emerging economies remained noticeably behind in 

terms of the level of technology adoption, digital inclusion, digital literacy, innovation capacity, 

and handling cybersecurity. Developing countries including Bangladesh need to achieve much and 

very fast to keep pace with the ongoing march towards adopting CBDC. Covid-19 created 

complexity and necessitates even greater digitalization. How to keep pace with this ongoing digital 

transformation and movement towards CBDC by the country?   

Three, CBDC is expected to offer greater control to the governments and central banks over both 

retail and wholesale payment and financial transactions.  Comprehensive control on all forms of 

payment and financing transactions may offer notable benefits as the governments and central 
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banks would be in a position to identify and eliminate illegal transactions and guide financing 

activities in the right direction to attain ideal political will.  On the other hand, greater control and 

access might be used to repress certain quarters to attain evil political will as well. Improved 

governance and institutional quality would be crucial drivers in this context. Most developing 

countries are yet to achieve a lot on this front. How this challenge should be handled? In this 

context, what should be the ideal design of CBDC for developing countries?     

Four, CBDC is a global issue and international coordination is a crucial need. Especially, 

enhancing cross-border payments need to be addressed in a multilateral forum. Global economies 

need to come up together to handle relevant commonalities and concerns in different regions and 

group of countries. Advanced economies characterized by several common fundamentals, 

motivations, and risks associated with CBDC have already started collaboration to draw 

consensus. Most emerging countries are still far different from the advanced economies with 

differential socio-economic conditions, and also in terms of motivations and risks associated with 

CBDC. Developing countries like Bangladesh could be benefitted being part of a regional or 

developing country platform by undertaking CBDC research and experimentations. Should not the 

emerging economies collaborate to identify their common interests, concerns and protect so 

collectively?  
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Appendix Table 1: Differences between Cryptocurrency & Central Bank Digital Currency 

(CBDC) 

 CBDC Cryptocurrency 

Structure Centralized Decentralized 

 

Anonymity CBDC users would have their identity 

tied up to an existing bank account and an 

equal amount of personal information. 

Cryptocurrency users enjoy 

anonymity. 

Uses CBDCs can only be used for payments 

and other monetary transactions. 

Cryptocurrencies can be used for 

payments and speculative purposes. 

Liability  Central bank digital currency is a direct 

liability of the central bank 

Cryptocurrencies are private sector 

issued or mined  

Controlling 

Authority  
Central Bank/Government will have 

complete control on the system 

No Specific Controlling Authority 

DLT Type  CBDCs use permissioned (private) DLT Cryptocurrencies use permission less 

(public) DLT 
Source: https://academy.shrimpy.io; https://www.sanddollar.bs/faqs 

 
 

Appendix Table 2: Differences between Traditional Database and Private Block Chain 

 Traditional Database  Private Block Chain (DLT) 

Authority Centralized Partially Distributed  

Architecture Client- Server Model  Peer-to Peer Model  

Performance Faster  Fast   

Implementation   Relatively Easy to Implement  Hard to Implement  

Data Persistent  Not Persistent  Immutable  

Error Checking   Lower Level of Error Checking and 

Transaction Validity compared to  DLT 

Higher Level of Error Checking and 

Transaction Validity  

Perceived Level  Traditional and Widely Used 

Technology  

Most Modern, Perceived Not fully 

Ready  for Huge Macro Implementation   

Source: based on published Information and Literature.  

 
 

 

Appendix Table 3: CBCD Approaches by China, Sweden and Canada  

Peoples Bank of China: The Digital Currency and Electronic Payment (DC/EP) project implemented in 

several cities. The architecture of the pilot is the ‘hybrid CBDC’ model: it features a CBDC that is a direct 

claim on the PBC, but onboarding and real time payment services are operated by intermediaries (called 

‘authorized operators’). The central bank periodically receives and stores a copy of retail holdings and 

transactions. The role of the PBC is to provide the core infrastructure, while intermediaries such as 

commercial banks, other payment service providers and telecoms would provide services to the public. 

DC/EP’s infrastructure targets a mixed system with conventional database and DLT. PBC has, however, 

emphasized that DLT is not yet sufficiently mature for such a large-scale application.  

The PBC does not require intermediaries to use any specific infrastructure or any specific technological 

path. However, for transaction records and reconciliation, DLT may be used. The financial intermediaries 

would remain responsible for now-your customer (KYC) checks and retail services. Nonetheless, the CBDC 

would be a direct claim on the central bank, denominated in renminbi. It accommodates both account-based 

and token based transactions.   

https://academy.shrimpy.io/post/cbdc-vs-cryptocurrency-what-are-the-core-differences
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Users could use DC/EP anonymously with counterparts in daily transactions, but that “operating agencies 

should submit transaction data to the central bank. This would ensure that users remain anonymous to each 

other, but allow the central bank ‘to keep track of necessary data to implement prudent regulation and crack 

down on money laundering and other criminal offences, as well as easing the workload for commercial 

banks’.  

The primary aim for DC/EP is domestic retail use. Nonetheless, if an understanding can be reached with 

foreign jurisdictions, non-residents (e.g. tourists and business travelers) could access the DC/EP with a 

foreign cell phone number for an entry-level wallet. The DC/EP could potentially be used for renminbi 

invoiced trade with foreign parties, but this is still subject to consultation with other central banks and 

entities.  

Sveriges Riksbank, Sweden:   The e-krona is an advanced CBDC project of the world’s oldest central 

bank. In Swedish economy is witnessing ‘the greatest and fastest decline in cash worldwide’. CBDC is 

intended as a complement to, not a replacement for cash. The architecture of the current Riksbank is a 

‘Hybrid CBDC’. The CBDC is a direct claim on the Riksbank and payments are operated by payment 

service operators. On the specific design, it is a decentralized database of all e-kronor in circulation at any 

given moment, where the Riksbank verifies all transactions before completion. 

The infrastructure and technical implementation are based on DLT. When it comes to the access technology, 

the CBDC in the Riksbank’s pilot is account-based, but an option for low-value token-based prepaid cards 

is considered. In the ongoing pilot model, the Riksbank issues CBDC but they are stored in wallets at 

intermediaries. Access to the wallet is based on identifying the owner of the wallet.  

Regarding interlinkages, the focus on the e-krona is domestic, and retail use by non-residents would only 

occur via the use of pre-paid cards by tourists for small purchases. On the wholesale side, the CBDC will 

connect to the banking system and also the RTSG, thus enabling cross-border payments. 

Bank of Canada: Bank of Canada has outlined a comprehensive plan for the conditions under which 

Canada should develop a CBDC. It also has set out potential architectures, and it has accumulated relevant 

technical knowledge through a series of projects on novel payment technologies, also in cooperation with 

other central banks. According to the stand of the bank, there is no compelling case to issue a CBDC at this 

time. Canadians would continue to be well-served by the existing payment ecosystem. In particular, the 

Bank of Canada has considered (i) a scenario in which the use of physical cash is reduced or eliminated 

altogether, and (ii) a scenario in which a private cryptocurrency or stablecoin makes substantial inroads as 

a means of payment. In order to prepare for these eventualities, the Bank of Canada is conducting 

stakeholder engagement discussions, working with universities and firms on the design of a CBDC. It is 

also cooperating internationally as part of an international working group on CBDCs. If a CBDC is to be 

developed, the overall aim of the design is a digital claim on the Bank of Canada that closely mimics the 

properties of physical cash, to the extent this is possible. Bank of Canada recognized three potential 

architectures that correspond to the ‘Direct CBDC’ (the Bank of Canada providing the entire CBDC 

payment system) and the ‘Hybrid CBDC’ (the Bank of Canada only issuing and redeeming CBDC, with 

private sector intermediaries providing end user services) or the ‘Intermediated CBDC’ (identical to the 

Hybrid model, where the Bank of Canada does not have access to the full ledger of retail transactions). 

Bank of Canada is also considering multiple technologies and both account and token-based access 

solutions with tiering: anonymous token-based options would be allowable for smaller payments. Account-

based access would be required for larger purchases.  

On retail interlinkages, while the CBDC’s focus remains domestic, the option for token-based CBDC 

naturally makes the system accessible to tourists and other non-residents for making low-value payments.  
 

Sources: Auer et.al, 2020a; Auer et.al, 2020b; Riksbank, 2020; Bank of Canada, 2020.  


