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Abstract
The legacy cross-border payment infrastructure is replete with issues of high costs, 
limited access, low speed, and opaque structures, which have limited the potential of 
cross-border payments to enhance international trade and foster economic growth in 
emerging economies. The increased demand for transparent, accessible, faster and 
cheaper solutions in the financial sector has pushed the private and public sectors to 
accelerate investments in innovations for payment solutions. At the G20, the three past 
presidencies had sought to prioritise enhancing cross-border payment infrastructures 
and recognised the contribution of Central Bank Digital Currencies (CBDCs) to enable 
it. This paper explores why under India’s presidency, the G20 should develop and 
outline CBDC interoperability standards to ensure value alignment among the member 
economies. These standards could ensure that novel models of facilitating cross-border 
payments can co-exist and are interoperable with existing national payment systems to 
avoid infrastructural vulnerabilities.
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Central Bank Digital Currency (CBDC), or public sector-issued 
digital currency, is increasingly gaining prominence in many parts 
of the globe.1  CBDCs are poised to enhance access to financial 
services particularly for unbanked consumers, and facilitate 
market integration for emerging economies, as they can function 

even in regions that lack constant access to the internet.2 They could also aid 
cross-border payments by prioritising policy motivations through design choices. 
Further, they can provide an efficient and cost-effective approach to facilitate 
cross-border payments by reducing the cost of maintaining multiple complex 
financial systems and limiting the friction caused by different time zones in 
processing payments.3 CBDCs, unlike cryptocurrencies,4 provide central banks 
with the ability to implement monetary policies to ensure stability and monitor 
inflation. 

Perhaps most importantly, securing trust in digital currency backed by central 
banks will be easier5 as it is coming from a single, trusted source.6 The fall of 
Terra-LUNA USD,7 a sizeable stablecoin, in May 2022, signals that economic 
stability provided by central banks is critical while financial systems are being 
reimagined to address the gaps in legacy systems. 

However, CBDCs could lead to fragmentation in banking systems unless 
interoperability standards are incorporated in the initial stages. These standards 
include considerations from technical, business, regulatory and legacy 
perspectives; technical standards will ensure alignment on common protocols, 
identifiers and messaging formats to support seamless payments across different 
currencies, and regulatory standards will ensure consistency in regulatory 
guidelines over security and anonymity. Design principles—including privacy, 
resilience, completion, vendor neutrality, availability, finality, predictability and 
atomicity—will also need to be accounted for.8 

This brief makes a case for India to leverage the opportunity of rising global 
interest in CBDCs, develop and outline interoperability standards on CBDCs 
at the G20, and ensure value alignment for cross-border payments. The brief 
outlines the work being done by the G20 to facilitate cross-border payments, 
particularly by pushing for the development of CBDCs and their interoperability 
standards; elaborates on the varied policy motivations of G20 economies for 
CBDCs, to establish challenges in aligning interoperability standards; and 
demonstrates why India should lead the task of outlining the interoperability 
principles for CBDCs. 
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As of 2022,9 105 countries across the globe were in the initial stages 
of exploring CBDCs, with nearly 50 of them having already 
started to develop and pilot their currency, while 10 have fully 
launched theirs. Sand Dollar,10 a local CBDC in the Bahamas, has 
been in use for over a year, whereas China’s e-CNY11 or digital 

renminbi has over 100 million users. Since CBDCs are largely in the developing 
and piloting stage, it is an opportune time to drive alignment to ensure that 
novel models of cross-border payments can co-exist and interact with existing 
national payment systems to avoid infrastructural vulnerabilities, fraudulent 
imitation, money laundering, and cyber-attacks. 

Experiments that evaluate the efficiency and other considerations of 
multilateral platforms for CBDCs are well underway.12 For instance, as part 
of Project mBridge, the People’s Bank of China (PBOC) partnered with the 
monetary authorities of Hong Kong, the United Arab Emirates (UAE) and 
Thailand, along with the Bank of International Settlements (BIS) Innovation 
Hub to test a multi-CBDC arrangement13 using w-CBDC for cross-border 
payment settlements. The pilot concluded in October 2022 and demonstrated 
that multi-CBDC platforms can enhance the efficiency of payments, support 
local currencies for international payments, and reduce settlement risks. Given 
the nature of the project and the common platform, interoperability between 
legacy clearing systems was ensured. The project is currently at the stage of 
automating processes to guarantee interoperability.14

Moreover, central banks would be required to carefully assess and manage 
financial stability implications, define the authorisation process for each 
payment, and ensure that existing actors in the ecosystem such as intermediary 
banks are not adversely impacted by the use of CBDCs. The cost of developing, 
testing, processing and maintaining CBDCs will also be significant and would 
require central banks to collaborate on balancing the costs with the benefits.

At the G20, India proposed the discussion on the macroeconomic implications 
of CBDCs and its use cases as a priority within the finance track agenda15 as part 
of the Finance and Central Bank Deputies meeting in Bengaluru in December 
2022. Following India’s Finance Minister Nirmala Sitharaman’s announcement 
in the budget speech of 2022–2316 on the introduction of the digital rupee (er) 
in 2022, RBI notified amendments in the Reserve Bank of India Act, 1934 to 
enable running the pilot and commencing17 phased implementation of CBDCs 
in the wholesale and retail segments. RBI released a concept note on CBDCs 
in October 2022,18 providing a background of its objectives and motivations 
for the er. The pilot test for wCBDC was conducted without any hindrances 
on 1 November 2022 for secondary market trades in government securities, 
with a total of INR 275 crores among nine banks, including the State Bank of 
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India, Bank of Baroda, IDFC First Bank, and ICICI, through an account-based 
mechanism.19 The rCBDC pilot project commenced on 1 December 2022 across 
four cities—New Delhi, Mumbai, Bengaluru and Bhubaneswar—using a token-
based mechanism.20

The G20 presidencies since 2020—Saudi Arabia, Italy and Indonesia—
emphasised the enhancement of cross-border payment infrastructure to ensure 
streamlined post-COVID recovery that prioritises the stability of financial 
systems by building on the work done by previous presidencies, especially since 
the global financial crisis of 2008. 

Saudi Arabia Presidency (2020)

In 2020, the Financial Stability Board21 (FSB) and other international standard-
setting organisations designed a three-stage roadmap to enhance cross-border 
payments for the G20. In the first stage, FSB provided an assessment of existing 
cross-border payment arrangements and presented the “Enhancing Cross-
border Payments: Stage 1 Report to the G20”22 to G20 Finance Ministers and 
Central Bank Governors (FMCBGs) in April 2020. Along with fragmented data 
standards limiting interoperability, inconsistent understanding of compliance 
requirements, differences in operating hours, differences in payment processes 
for each country and outdated legacy technology platforms, were identified 
as friction points. This report focused on utilising technological innovations 
and public–private partnerships to address identified gaps while remaining 
cautious of the risks by securing interoperability standards, legal certainty and 
oversight mechanisms.

In July 2020, BIS presented “Enhancing Cross-border Payments: Building 
Blocks of a Global Roadmap - Technical Background Report”23 to FMCBGs, 
highlighting 19 building blocks across five focus areas to improve inefficiencies 
in current cross-border payment systems. The five focus areas are: aligning 
private and public sector vision on enhancing cross-border payments; 
coordinating oversight and regulatory frameworks; addressing existing gaps in 
legacy payment infrastructure and arrangements; enhancing data quality and 
market practices; and exploring the role of the new payment infrastructure 
to develop interlinkage options and enable efficient cross-currency payments. 
CBDC is one of the building blocks under the fifth focus area on exploring 
new payment infrastructures. The third and final stage provided an actionable 
roadmap, with “Enhancing Cross-border Payments: Stage 3 Roadmap”24 in 
October 2020 providing next steps and possible timeframes. The roadmap was 
endorsed by the G20 economies in 2020 to address the most pressing challenges 
around cross-border payment systems. 
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Italy (2021) 

The Italian Presidency of the G20 continued25 to work on improving cross-
border payments and achieving sustainable growth with the ‘three Ps’—people, 
planet and prosperity26—underpinning its approach. In October 2021,27 Italy 
recognised quantitative targets for measuring and defining progress on cross-
border payments in terms of cost, transparency, efficiency and access while 
building upon the roadmap. As such, Italy partnered with BIS on the Nexus 
Project28 to connect similar instant payment systems29 to improve transparency 
and reduce transaction costs as part of the workstream initiated by the G20 
Saudi Presidency for enhancing cross-border payments. Ignazio Visco, 
Governor of the Bank of Italy, while expanding on G20 priorities within the 
finance track, stated that Global Stable Coins (GSCs) and CBDCs are closely 
related, share a transactional purpose and may often complement each other. 
G20 had identified the high-level recommendations of the FSB on regulation 
and supervision of stablecoins under the presidency as mandatory criteria for 
jurisdictions developing stablecoin arrangements.30 The recommendations 
emphasised the need to implement regulatory and oversight capabilities 
proportionate to the risks for GSCs. Italy also scheduled the first international 
financial architecture working group meeting to facilitate knowledge sharing 
on approaches to improve international payments as well as the financial and 
economic aspects of CBDC. 

Indonesia (2022)

The Indonesian Presidency in 2022 identified CBDCs as one of the priority 
agendas31 under the finance track and welcomed sustained discussions on CBDCs 
at the Third FMCBGs Meeting32 in July 2022. The focus of the G20 TechSprint 
202233 was on developing solutions to enrich various aspects of wCBDCs and 
rCBDCs for financial inclusion, enhanced distribution, programmability of 
money and interoperability. BIS, The International Monetary Fund (IMF) 
and World Bank also presented a joint report to the G20 on the “Options for 
Access to and Interoperability of CBDCs for Cross-border Payments”34 in July 
2022. The report highlighted the need to make decisions on interoperability 
at an early stage in the development cycle of CBDCs and ensure consensus 
with international partners on various design choices. It also presented the 
evaluation criteria for assessing cross-border CBDC arrangements based on 
principles of efficiency, resilience, assured coexistence and interoperability, 
financial inclusion, and absence of harm. 
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G20 economies such as China, Japan, India, Russia and South 
Korea have advanced to the development and pilot stage of 
CBDCs. This section expands on the interlinked yet distinct 
policy motivations guiding the CBDC development of most G20 
economies.35 Aspects that dominate the development of CBDCs 

include developing cash-like digital means of payment, boosting financial 
inclusion, strengthening competition between payments service providers 
(PSPs), enhancing efficiency, and reducing costs of providing financial services.36 

Table 1
Drivers of CBDC Design and 
Development in G20 Economies

Country Drivers of CBDC development
Australia Explore innovative business models and use cases of CBDCs

Brazil Build a safe model to allow entrepreneurs to innovate and 
experiment with programmable technologies such as smart 
contracts and digital money

Canada Sustain trust in the Canadian dollar and adapt to the 
changing nature of payment services

China Improve domestic and cross-border payment efficiency

France Improve cross-border and cross-currency payments

India Reduce operational costs of cash management; foster 
financial inclusion; improve domestic and cross-border 
payment efficiency; provide alternatives to private 
cryptocurrencies

Indonesia Promote financial stability

Italy Ensure monetary sovereignty 

Japan Provide a payment instrument with cash; support private 
payment services; develop innovative payment and 
settlement systems 

Republic of South 
Korea

Ensure independence of central banks 

Mexico Foster public payment infrastructure
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Russia Enhance competition in the financial market, quality of 
services, and financial inclusion 

Saudi Arabia Promote financial innovation; improve access to central 
bank money; improve domestic and cross-border payment 
efficiency

South Africa Improve financial inclusion; distribute targeted welfare 
schemes; and facilitate cross-border payments

Türkiye Complement existing payment infrastructure

United Kingdom Improve payment services and infrastructure 

United States Improve domestic and cross-border payment efficiency

European Union Maintain citizens’ trust in payment services and money

Source: Author’s own, using official statements from Central Banks and other primary sources. 

With diverse motivations guiding the development, as outlined in Table 
1, aligning on interoperability standards remains a challenge. Differences in 
political systems and how monetary policy decisions are made by economies 
result in further complications. Disconnected payment systems that could result 
from this, such as to circumvent economic sanctions, will increase transaction 
costs for businesses in emerging markets.37 For instance, Russia announced plans 
of doing business with China using the digital rouble38 by 2023 following its 
push from the SWIFT system39 in May 2022. PBOC is also intently expanding 
e-CNY’s user base beyond Russia to international trading partners,40 particularly 
emerging economies, to circumvent the threat of being banned from SWIFT.  

Moreover, China’s firm positioning on CBDCs may result in the United States 
(US) losing its leading influence over the global payments infrastructure.41 While 
the dominant global payments currency is still the US Dollar, it has witnessed a 
gradual decline over the last two decades. According to an IMF working paper42 
published in March 2022, investments from US dollars are shifting towards 
e-CNY. The Biden-Harris Administration also recognises that the US cannot 
rely solely on stablecoins to ensure the dominance of the US Dollar and will have 
to consider investments in CBDCs.

In the policy objectives43 identified for the US Central Bank Digital Currency 
System in September 2022, the White House named the maintenance of US 
leadership in the global financial system and global dominance of the dollar 
a priority. With two completely divergent motivations steering the drive for 
CBDCs in both countries, the fragmentation of novel models of cross-border 
payments or the development of new economic blocs will limit the possibility of 
CBDCs to address issues with legacy financial systems. 
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India’s appetite and infrastructure for digital payments have increased 
significantly since demonetisation in 2016. This transformation 
was guided by RBI’s approach to the provision of digital financial 
infrastructure for every citizen as a public good.44 India Stack45 has 
played a pivotal role in advancing RBI’s mandate through its open 

application programming interface that integrates digital identity and payment 
systems between banks, digital wallets and fintech firms. The addition of a new 
layer to the retail payment system or Unified Payments Interface (UPI) allowed 
banks to exchange payment orders with other banks as well as non-bank firms, 
removing barriers to transferring funds and receiving payments, which would 
otherwise take days or weeks to process. Interoperability46 has become a crucial 
feature of India’s digital payment system. The following paragraphs discuss the 
key factors steering India’s drive on CBDCs to enhance cross-border payments. 

a) Monetary sovereignty 

At a parliamentary panel47 in May 2022, chaired by Former Minister of State 
for Finance Jayant Sinha, RBI officials, including Governor Shaktikanta Das, 
expressed apprehensions on the “dollarisation”48 of the Indian economy. They 
cautioned that the spread of dollarisation through cryptocurrencies could 
adversely impact India’s sovereign interest by undermining RBI’s capability 
to define monetary policy and strategies to ensure the stability of the financial 
system. It will also undermine the value of the Indian rupee. The er is intended 
to distance Indian citizens from the lure of private cryptocurrencies, and this 
is cited as one of the crucial49 reasons for countries in the Indo-Pacific, such as 
Vietnam and Indonesia, to pursue research on CBDCs. Moreover, as per recent 
research produced by IMF in 2022, the announcement of launching CBDCs in 
itself reduces50 crypto activities. 

b) International trade in Rupee 

Russia’s push from SWIFT led to the resurrection of India’s proposal of trading 
in Rupee, citing that it will make trade easier, protect foreign exchange reserves, 
and generate greater demand for the Rupee. The Directorate General of 
Foreign Trade and RBI released notifications dated 11 July and 16 September 
2022,51 announcing amendments in the Foreign Trade Policy and Handbook of 
Procedures to allow for invoicing, payment and settlements of imports or exports 
in Rupee. India is also currently exploring agreements like the Rupee-Rouble 
Pact52 with countries in South Asia. Such agreements would emphasise exports 
from India, sustain the global trading community’s interest in the Rupee and 
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support small businesses by mitigating the impact of volatile forex markets.53 
w-CBDC arrangements could bolster this integration in international capital 
flows and foreign trade. Additionally, India is looking to expand cooperation on 
CBDC54 with South Asian economies to facilitate trade. 

c) Increase in remittances 

Remittances to India set a new record in 2022, reaching INR 8.183 trillion 
from INR 7.3 trillion in 2021.55 India is the recipient of the world’s largest 
remittance inflows, followed by Mexico, China, the Philippines and Egypt. The 
inflows are mostly coming from Indians based in Gulf Cooperation Council 
countries, including the UAE, Saudi Arabia, Oman, Bahrain, Kuwait and Qatar, 
as well as the US and the United Kingdom.56 The cost of sending remittances 
has reduced in the last decade to 6.3 percent,57 translating roughly to more 
than INR 3 trillion diverted from actual recipients, which include low-income 
households, into the pockets of intermediaries. The cost continues to exceed 
the 2011 G20 commitment, which aimed to reduce the cost to 5 percent.58 As 
such, RBI has been pursuing projects such as that with the Monetary Authority 
of Singapore (MAS) to link UPI with PayNow for cross-border payments.59

d) Complementing UPI in international payments

While UPI can assist with monetary transactions between bank accounts or digital 
wallets, CBDCs can assist in transactions between private entities, businesses 
and individuals.60 Moreover, CBDCs raise liabilities for the bank and reduce 
settlement risks. As noted by the RBI governor, CBDC is a currency system 
whereas UPI is a payment system.61 Additionally, the transaction limit set by the 
National Payments Corporation of India (NPCI) of a maximum payment of up 
to INR 1 lakh per day have restricted UPI’s usage for larger business-to-business 
and cross-border payments. Moreover, to expand the usage of UPI across 
jurisdictions, NPCI is required to enter multiple individual partnerships62 with 
monetary authorities or private players based in other countries, which is time-
consuming. Since July 2021, NPCI has expanded UPI usage to ten countries 
by allowing UPI platform to onboard non-resident accountholders or Indian 
citizens residing in these countries to make transactions.63 r-CBDC arrangements 
could assist with advancing cross-border payments and complement the progress 
made by NPCI. 
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Asound cross-border payment infrastructure is critical for 
international trade and economic activities. Yet, four key issues—
high costs, limited access, low speed and opaque structures—
continue to pose challenges. Technological innovations in fintech, 
cryptocurrencies and stablecoins have highlighted the need 

for the public sector to collaborate with private sector enterprises to invest in 
addressing these gaps. International payments have several interdependencies, 
so that enhancements of any kind to existing systems can only be achieved 
through collaboration on innovation and knowledge sharing, especially for 
newer models of cross-border payments such as CBDCs. 

CBDCs are uniquely poised to enable the efficient transfer of payments while 
ensuring that central banks can monitor inflation and monetary policies. 
Moreover, CBDCs provide a ‘clean slate’ to reimagine financial systems 
and address the issues straining international economy and trade through 
programming choices based on efficiency, resilience, assuring co-existence 
and interoperability, financial inclusion and absence of harm. International 
institutions such as BIS, along with FSB, IMF and World Economic Forum 
(WEF) have emerged as key actors in the ongoing discussion on CBDCs. Nearly 
half of the projects within the BIS Innovation Hub focus on various aspects of 
CBDCs. Moreover, private sector enterprises are closely involved in producing 
and proposing solutions. Areas for private-public cooperation can range from 
consultations on CBDCs, sharing of expertise, joint piloting, and efforts to 
support merchant acceptance and ensure interoperability with private payment 
systems.64 

At the least, all major central banks are aligned, in that CBDCs will co-exist with 
cash and bank deposits. Further, standardisation and international cooperation 
will remain vital as CBDCs are developed and piloted. The G7, under the 
German presidency65 in 2022, also recognised developing interoperability 
standards for CBDCs as critical to avoid the misuse of CBDCs and ensure the 
relevance of central bank money and financial stability.

Since 2015, India has been working on strengthening its e-governance 
initiatives by infusing interoperability through the Interoperability Framework 
for e-Governance.66 The framework identified three essential layers of 
interoperability—organisational, for process alignment between multiple 
organisations; semantic, to support information exchange between entities in 
a meaningful manner; and technical, to support data exchanges. Moreover, 
India’s efficient implementation of UPI, while ensuring multi-stakeholder 
collaboration, also demonstrates its ability to steer the initiative in aligning G20 
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economies on core principles to fulfil the promise of interoperability in CBDCs 
with technical support from international institutions like BIS, FSB, WEF, 
IMF and International Organisation for Standardisation.67 Furthermore, user 
adoption and acceptance of CBDCs to facilitate cross-border payments should 
be plainsailing for India since the value proposition for consumers, regulators, 
and central banks is established. 

CBDCs provide a clean 
slate to reimagine 

financial systems and 
address the issues 

straining international 
economy and trade.
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I t would be difficult to achieve a ‘one-size-fits-all’ approach for CBDCs, 
but a principle-based approach to ensure alignment on design principles 
on the development and use of CBDC must be built. Alignment of 
principles would be central to avoiding further fragmentation of the 
international payment infrastructure. In particular, countries can adopt 

a graded approach for low-value remittances and payments to test the viability 
of a principle-based approach. It is also essential to eliminate exchange rate risk 
and the cost of currency conversions. Under India’s G20 presidency, research 
could be commissioned to BIS, IMF, and FSB, to assess the efficiency and efficacy 
of adopting a principles-based approach for interoperability while monitoring 
risks. 

To be sure, ensuring interoperability is a continuous process that would 
depend on changes in legislation, national priorities, business processes and 
technologies. As such, ensuring interoperability will be a dynamic process—
one that will have to be periodically updated and prioritised in future G20 
presidencies. However, the groundwork should be steered by India as it 
attempts to answer some of these questions for the domestic use of rCBDC and 
wCBDC.  

Antara Vats is Junior Fellow with ORF’s Centre for Security, Strategy and Technology.
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