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Introduction

Digital technologies are transforming lives and livelihoods 
globally by changing how people, governments, and busi-
nesses function and interact. The shift to digital economies, 
societies, and governments holds significant potential to 
expand access to services and markets, create jobs, stimulate 
innovation, reduce transaction costs, promote sustainabil-
ity, and improve quality of life. South Asian countries have 
already begun to reap the benefits of digitalization due to the 
expansion in mobile network coverage and increased internet 
use. However, the full game-changing potential of digitaliza-
tion remains untapped in the region. The devastating effects 
of the COVID-19 pandemic and the visible consequences of 
climate change have increased reliance on digital tools and 
exposed the tangible costs of digital divides. A comprehen-
sive approach to digitalization can thus play a strategic and 
fundamental role in South Asia’s green, resilient, and inclusive 
development trajectory.

Three key thematic areas form the core of such an approach: 
• Institutions  
• Inclusion  
• Trust

Strengthening institutions can help unlock value in South 
Asia’s digital economy while mitigating risks for individuals 
and markets. Prioritizing inclusion is critical to ensuring that 
the benefits of the digital economy are equitably shared with 

poorer communities and countries in the region. Increasing 
trust in the digital economy would encourage further innova-
tion and adoption while safeguarding people, businesses, and 
governments against misuse. 

This brief synthesizes a series of reports assessing the digital 
economy in South Asian countries. Drawing from country 
assessments produced in 2021 for Afghanistan, Bangladesh, 
Bhutan, India, Maldives, Nepal, Pakistan, and Sri Lanka, it 
identifies challenges as well as policy and investment options 
for realizing the transformational potential of the digital econ-
omy in South Asia. 

The brief first provides an overview of the digital economy 
for South Asia framework. Based on the framework’s six 
pillars—digital infrastructure, digital businesses, digital public 
platforms, digital financial services, digital skills, and trust 
environment—it analyzes the challenges facing South Asian 
countries and formulates key recommendations for policy 
makers. It then looks at potential opportunities for regional 
collaboration, emphasizing the need for cross-border connec-
tivity and data infrastructure, integrated payments systems, 
and greater cross-border data flows. Last, it brings all the rec-
ommendations together, demonstrating how South Asia can 
strengthen institutions, prioritize inclusion, and increase trust 
across all pillars underpinning its digital economy. 
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Framework for a Digital 
Economy for South Asia

Using the World Bank’s digital economy assessment frame-
work, this brief considers six dimensions of the digital 
economy: digital infrastructure, digital businesses, digital 
public platforms, digital financial services, digital skills, and 
trust environment (figure 1). The framework demonstrates 

how a cohesive and coherent approach to the digital economy 
could enable the region’s economic development by enabling 
every individual, business, and government to participate in 
the digital economy. 

FIGURE 1. World Bank Group Digital Economy Framework

TRUST

DIGITAL PUBLIC
PLATFORMS 

DIGITAL FINANCIAL 
SERVICES 

DIGITAL BUSINESSES

DIGITAL SKILLS

KEY CHALLENGES INTERVENTIONS OUTCOMES HIGH-LEVEL GOALS

• Lack of access to 
quality and 
a�ordable digital 
connectivity

• Ine�cient 
government core 
functions and 
services

• Market ine�ciency

 • Lack of funding for 
innovation and 
entrepreneurship

• Lack of skills to 
compete in the 
global digital 
economy

DIGITAL 
INFRASTRUCTURE

Increased access, quality, and 
a�ordable digital connectivity

Increase availability and 
adoption of secured and 
interoperable digital 
platforms for public and 
private services that 
address each of businesses 
and citizens life events

Increased access and usage 
of financial services

Enable every 
individual, 

business and 
government to 

participate in the 
digital economy

Increased number of digital 
solutions firms and firms using 
digital technologies or digital 
business models

Increased availability of digitally 
competent workforce and 
digitally literate citizens

Increased trust in the digital 
environment through 
rules-based data use and 
more resilient digital systems

Faster growth

More jobs

Better services

Source: World Bank visualization on the Global Digital Economy Framework.



6

Country-Level Findings 
Across Digital Economy Pillars 

D I G I TA L  I N F R A S T R U C T U R E
Digital infrastructure refers to the availability, affordability, 
quality, and use of broadband internet—starting from the point 
where international links reach a country’s borders to the fixed 
and mobile networks that reach end users. High-quality broad-
band access, its widespread use, and improved affordability, 
offers substantial social and economic benefits, including 
better access to information, education and training, greater 
administrative efficiency in public services, and improved eco-
nomic growth and productivity. Internet connectivity has been 
shown to be positively correlated with increased labor-force 
participation and household consumption (Bahia et al. 2020), 
employment mobility (Stevenson 2006), new job creation 
and job growth (Bahia et al. 2021), and better reemployment 
probabilities (Gurtzgen et al. 2018).

Most South Asian countries have witnessed impressive growth 
in 4G mobile network coverage over the last five years—but 
Afghanistan and Nepal remain notable exceptions. However, 
despite these gains in network coverage, the region has the 
highest share of people—61 percent—living within the range of 

a telecommunications network but still not using the internet. 
These usage gaps are driven by poor affordability, low digital 
skills, and a lack of relevant content and applications. Data also 
reveal important gaps in use between rural and urban areas as 
well as between men and women (AfterAccess 2018).

Poor affordability contributes to the region’s large usage gap. 
The cost of a 5 GB fixed broadband package costs more than 
2 percent of average monthly gross national income (GNI) 
per capita in six South Asian countries (not Nepal and Sri 
Lanka). The average cost is particularly high in Afghanistan 
and Pakistan, at nearly 15 percent and 9 percent of average 
monthly GNI per capita. Prices for mobile broadband are 
relatively more affordable, at an average of 2.2 percent of 
monthly GNI per capita for the region, just above the UN 
Broadband Commission benchmark of 2 percent. However, 
poor people continue to be adversely affected. In Bangladesh, 
for the bottom 40 percent, the cheapest 30-day data package 
(with at least 660 MB) costs about 2.6 percent GNI per capita 
and the cheapest 30-day data package (with at least 6 GB) costs 
about 5.6 percent of GNI per capita. The price of smartphones 

FIGURE 2. Coverage and Usage Gaps by Country
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FIGURE 3. Transmission Links, IXPs and Submarine Cables Overlaid on a Map of Population Density, South Asia

Source: ITU World Transmission Maps.
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Country-Level Findings Across Digital Economy Pillars 

poses yet another constraint to use, especially by the poor. 
Device affordability is affected by taxes, customs duties, and 
constrained local manufacturing capacity relative to demand. 
These affordability challenges have significant consequences. 
World Bank research suggests that individuals are 5 percent 
less likely to use the mobile internet if the average cost per 1 GB 
of mobile data is more than 2 percent of an individual’s monthly 
income and are 4 percent less likely to adopt the mobile internet 
if the average cost of an internet-enabled phone is more than an 
individual’s monthly income (Chen 2021). 

South Asia is also characterized by key supply-side con-
straints in the upstream infrastructure value chain: landlocked 
countries still pay exorbitantly high prices for international 
links with poor resilience. For instance, according to inter-
net service providers, effective the second quarter of 2020, 
costs of international bandwidth at Afghanistan’s borders 
are US$10, more than twice the average cost of international 
transit in India (US$4.93) (TeleGeography 2021), in part due 
to poor competition among service providers at the borders 
and in part to governments’ and backbone providers’ reluc-
tance to enter cost-efficient long-term leasing arrangements. 
Geographic challenges limit Nepal and Bhutan in that the 
absence of cable landing stations along the northeast coast of 
India poses significant challenges to the resilience and redun-
dancy of international links. In May 2020, for example, the 
Amphan cyclone had a significant impact on Bhutan’s internet 
connectivity because both international links to the country 
pass through the adversely affected, narrow Siliguri corridor 
from Kolkata. 

Beyond more affordable and redundant international con-
nectivity, South Asian countries need greater middle-mile 
infrastructure development to cope with increasing demand 
for data-intensive services and applications. Despite having 
the longest network by length, India stands out as having the 
highest share of population (82.5 percent) located more than 
10 kilometers away from a transmission link. This highlights 
the need for greater investments in the country’s middle 
mile. The absence of good infrastructure-sharing practices 
across South Asian countries poses an additional barrier, 
leading to less frequent and less cost-effective use of existing 
infrastructure. In the last mile, the share of fixed broadband 
subscriptions is particularly low in South Asia. The island 
nation of Maldives has 10 percent fixed broadband subscrip-
tions rates; all other countries in the region have single-digit 
rates. Where available, fixed connections are often poor qual-
ity. Given its average fixed broadband download speed of 1.7 
Mbps, Afghanistan ranks last among 178 countries in Ookla’s 
Speedtest Global Internet Index.

Closing these divides requires both network investments and 
appropriate enabling policies and regulations. 

R E C O M M E N D AT I O N S

Increase affordability of data and devices
Countries should address the usage gap by putting in place 
innovative pricing models, lowering sector-specific costs, 
and engaging in partnerships for developing general-purpose 
digital skills. The review and reduction in sector-specific 
taxes—including specific taxes on the purchase of voice and 
data, import duties (Afghanistan), and retail taxes on digi-
tal devices up to specific thresholds (India, Maldives)—can 
improve affordability and access, and stimulate demand. 
Targeting affordability measures for the poor may have the 
most impact and be sustainable in the long run. Device access 
for the poor through poverty alleviation programs in other 
regions suggest positive effects of device distribution, espe-
cially for women and female-headed households (Hobson 
2021). Usage gaps stem not only from low purchasing power 

Digital Infrastructure:
Key areas for action

Adequate redundancy in landlocked countries 
and liberalized international gateways

1

2 Increased investment, roll-out and 
resilience in the middle and last mile

3 Cross-sectoral, passive and active 
infrastructure sharing

5 E�ective utilization of universal service and 
access funds

6 Enhanced public-private dialogue on 
legal and regulatory frameworks

4
Greater service and device a�ordability

Digital Infrastructure
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for devices and data, but also from the lack of digital skills and 
awareness—engaging in robust partnerships to bridge these 
gaps should thus be a policy priority as well.

Ensure effective use of universal service and 
access funds
Universal service and access funds are presently deployed 
nontransparently with varying success across the region. 
Improving transparency of universal service funds to ensure 
that the funds collected are spent on connectivity projects 
in a timely manner is key. This can be achieved by effective 
monitoring of fund contributions, disbursements, and proj-
ects under design and implementation. Governments could 
also use these funds more effectively to provide public access 
spaces, public wi-fi spots or zones, subsidized devices for 
households, as well as digital skills training. 

Ensure adequate, affordable, and 
redundant international connectivity, 
especially for landlocked countries
Connectivity is critical in the context of increased risk of natu-
ral disasters and sociopolitical instability facing the region and 
its neighbors. Currently, South Asian landlocked economies 
depend on costly but low-capacity international links with 
low redundancy. To improve affordability, addressing market 
structure constraints, including the liberalization of interna-
tional gateways where needed, may be beneficial. For greater 
resilience, governments could diversify access to international 
cross-border connectivity. 

Increase investment, rollout, and 
resilience in the middle and last mile
Promoting private investments, rolling out new networks, 
and upgrading older infrastructure to be energy-efficient and 
climate-responsive should be high on the agenda. The rollout 
of fiber, rather than existing microwave connections, could 
be prioritized where feasible in the middle mile with a view to 

securing high bandwidth and throughput between locations. 
Even in countries with high last-mile coverage, unconnected 
communities are often marginalized along other dimensions 
(scheduled tribes, minorities, and the poor) and thus closing 
remaining critical gaps in coverage that could affect these 
groups adversely should remain a policy priority. 

Faciliate cross-sectoral, passive, and 
active infrastructure sharing
Greater sharing would enhance cost efficiency in infrastruc-
ture deployment through appropriate policies, regulations, 
and enforcement. The potential for infrastructure sharing is 
still untapped in South Asia. To remedy this situation, gov-
ernments could consider developing and actively enforcing 
policies for greater sharing of mobile network towers (such as 
in Afghanistan, Bangladesh, Nepal, and Sri Lanka), as well as 
utility poles, dark fiber owned by utilities, ducts on highways, 
and metro area networks. Governments could adopt policies 
to ensure open access to the backbone network. They could 
require all major infrastructure programs (such as roads, 
railways, pipelines, and energy distribution) to provide for a 
fiber duct, in line with “dig once” policies. Moreover, harmoniz-
ing rights-of-way regulations could enable operators to deploy 
infrastructure without having to navigate needlessly protracted 
government processes. 

Enhance public-private dialogue on legal and 
regulatory frameworks
The goal would be to identify how existing legal and regula-
tory frameworks can be updated to reflect recent innovations 
in technology and business models and to respond to the 
emerging global and regional opportunities of the digital econ-
omy. Pockets of isolated excellence in regulatory reform and 
innovative financing exist in South Asia. Greater regulatory 
coordination and stakeholder engagement could help identify 
policy levers to rapidly bridge both market and access gaps and 
foster digital inclusion across the region.
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Digital Public Platforms 

Digital public platforms consist of a government’s front-end 
systems, back-end systems, and interfaces that support widely 
useful functions at a societal scale. When well designed and 
implemented, they facilitate government operations and 
public and private sector services, making them more inclu-
sive, accessible, and effective. Strong digital public platforms 
position governments as enablers for thriving digital econo-
mies and societies. Identification systems and data exchange 
(along with digital payments, under the digital financial 
services pillar), in particular, are the vital rails that underpin 
interactions and transactions between people, businesses, and 
governments. These rails enable both public and private sector 
service providers to build applications that sit on top. This 
creates important economies of scale with increasingly inno-
vative and sophisticated services. A good example is the rollout 
of social assistance or cash transfer programs, which can be 
done more easily and efficiently when using a social registry to 
target the right beneficiaries, a digital identification system 
to uniquely verify them, and a data-sharing layer to orches-
trate cross-checks on eligibility and to keep information up to 
date. Digital public platforms are more than simply digitizing 
existing manual and paper-based processes; instead, they 

are an opportunity to reimagine how services and operations 
function. In other words, it is not only about technology, but 
also about processes. Key to achieving effective digital public 
platforms are strong and clear institutional arrangements 
and a whole-of-government approach to coordinate policies, 
resources, and initiatives. In addition, trust should be fostered 
through comprehensive legal frameworks and enforcement 
measures, with strong data protection and governance poli-
cies that promote certainty, accountability, transparency, and 
security. Finally, inclusion should be at the forefront of policy 
and innovation, through human-centered design and stake-
holder engagement. 

Digitalization of governments in South Asia has been progress-
ing steadily with significant political support and bold visions 
from the highest levels of government. However, Sri Lanka 
(85th) and India (100th) were the only countries in the region 
to place in the top 100 of the UN E-Government Development 
Survey of 2020, highlighting that much more work is yet to be 
done. Although no perfect indicator or set of indicators are in 
place to measure the progress and effective implementation of 
digital public platforms specifically, the survey offers a helpful 

FIGURE 4. UN E-Government Development Index Rankings, 2010 (left)—2020 (right)
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point of reference and comparison.1 Notably, the regional aver-
age score surpassed the global average score for the first time 
in 2018 and stayed there in 2020, indicating that South Asian 
countries are taking advantage of increasing digital access to 
build digital public platforms that offer online transactional 
and informational services. The survey focuses on supply-side 
(that is, the existence of platforms and services) rather than on 
demand-side accessibility and usage, however.

Despite strong political will, policy and regulatory enablers in 
the region, limited coordination, and a lack of whole-of-gov-
ernment implementation are undermining progress. When 
COVID-19 hit, countries that had whole-of-government 
digital public platforms in place (such as Singapore and South 
Korea), were in a much better position to rapidly roll out 
expanded social protection programs and maintain continuity 
of services using digital and online channels. All South Asian 
countries have policies or strategies promoting the develop-
ment of digital public platforms across government, including 
high-profile initiatives with head of government leadership. 
A whole-of-government approach to digital public platforms 
and digital transformation more broadly—characterized by 

1 The E-Government Development Index based on the UN E-Government Survey measures: (1) the scope and quality of online services quantified as the Online 
Service Index (OSI); (2) the status of the development of telecommunication infrastructure or the Telecommunication Infrastructure Index (TII); and (3) the 
inherent human capital or the Human Capital Index (HCI).

coordination in common standards and infrastructure—has 
been realized only in Bhutan, India, Maldives, and Sri Lanka. 
These also happen to be the countries with the highest 
rankings in the 2020 UN E-Government Survey. A common 
theme across these four countries is the presence of an agency 
or body with a clear mandate for policy making and coordina-
tion, including enforcement. 

Foundational identification systems can facilitate and improve 
access and delivery of services across both the public and 
private sectors. South Asian countries have made significant 
progress toward introducing foundational identification sys-
tems and, in some cases, strengthening accessibility, design, 
and governance, in line with the ten principles on identification 
for sustainable development (World Bank 2017b). India stands 
out for designing its Aadhaar foundational identification 
system for scale and pioneering many other features, such as 
a registration ecosystem and a focus on the unique number 
rather than the physical card, as well as separating unique 
identification from legal status as an inclusionary measure. 
Moreover, India has positioned Aadhaar as the foundation for 
many transformative initiatives, such as direct benefit transfer 

TABLE 1. Foundational ID System Coverage and Digital Capabilities in South Asia

 Country
ID coverage (adults)

Digitized ID 
database

Authentication 
services provided 

for face-to-face 
transactions

Authentication 
services provided 

for online 
transactionsTotal Women Men

Afghanistan 71.40 percent 48.40 percent 94.20 percent Yes No No

Bangladesh 88.70 percent 87.80 percent 89.50 percent Yes Yes No

Bhutan No Findex data1 Yes No Public sector only

India 96.80 percent 96.70 percent 96.80 percent Yes Yes Public sector only

Maldives No Findex data2 Yes Yes Public sector only

Nepal No data / NID in pilot stage3 Pilot Pilot No

Pakistan 86.50 percent 77.50 percent 95.10 percent Yes Yes No

Sri Lanka 93.50 percent 91.60 percent 95.80 percent Yes No No

Source:  World Bank 2017a, 2018, 2021; original research.

1. UNICEF data on under-five birth registration rate indicates 100 percent coverage for Bhutan as of 2010. Although an imperfect proxy, this suggest that 
foundational ID coverage among adults is also likely to be high.

2. UNICEF data on under-five birth registration rate indicates 99 percent coverage for Maldives as of 2016–2017. Although an imperfect proxy, this 
suggest that foundational ID coverage among adults is also likely to be high.

3. Estimates by the Forum for Women, Law & Development from 2015 suggest that the coverage of citizenship certificates, which are commonly used 
for identification purposes, was about 77 percent as of 2014, with a projected decline to 74 percent by 2021. See Shrestha, Mulmi, and Dangol 2015.
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Digital Public Platforms 

programs and the India Stack. Pakistan and Sri Lanka are 
following a similar trend and are notable for concerted efforts 
to increase the accessibility of foundational identification sys-
tems for vulnerable populations with the intention to promote 
broader inclusion for digital public platforms. Bangladesh’s 
national ID system now covers 89 percent of adults. However, 
the system has not been as effective for service delivery and 
digital transactions as in India and Pakistan, most likely 
because of the narrow focus of the operating entity (elec-
toral commission). Identification systems that enable online 
transactions with the same levels of trust and security as 
face-to-face interactions can unlock enormous opportunities 
for service delivery in the public and private sectors. However, 
as of yet, no country in South Asia has such a system that 
enables people to prove their identity for trusted and secure 
remote online transactions across both public and private 
sector services. Current systems in South Asia are predomi-
nately designed for face-to-face transactions. With increasing 
smartphone ownership, opportunities are significant to 
develop digital identification applications, including on top of 
existing foundational identification systems or with federated 
or decentralized approaches, to accelerate digital transforma-
tion, including to promote electronic signatures and online 
cross-border transactions.

In most countries in the region, much more work is needed 
on both data governance and interoperability frameworks. 
Government databases are often the main authoritative source 
for certain kinds of information, such as those related to basic 
identity attributes, socioeconomic status, and licenses; these 
databases thus play a critical role in the delivery of public and 
private sector services. Getting data governance and interop-
erability right in the first instance, supported by a legal and 
regulatory environment for data protection, is a prerequisite 
for realizing the full potential of data for better service delivery, 
including the once-only principle, as well as for any kind of 
personal data empowerment framework. An additional chal-
lenge for countries with federal structures, such as India and 
Pakistan, is the coordination and coherence between central 
and state-provincial levels of government. Only Bhutan seems 
to have operationalized its data governance and interopera-
bility framework; its government enterprise architecture was 
launched in 2012. Maldives and Pakistan do not currently 
have data governance and interoperability frameworks or 

infrastructure. Afghanistan, India, and Nepal have developed 
e-government interoperability frameworks but not yet fully 
implemented them. Although some countries have strong 
foundational identification systems and large social protection 
programs, none have a dynamic social registry at the national 
level. A single registry database is not always necessary; a 
federation of multiple registries that can communicate easily, 
often called a virtual social registry, is also effective. 

Across the region, gaps are significant in data protection and 
cybersecurity in terms of legal and regulatory frameworks 
as well as institutions responsible for setting rules for data 
processing and ensuring sufficient oversight. Both are cru-
cial foundations for the creation and uptake of digital public 
platforms. Legislative instruments are often not backed up 
by institutions empowered and competent to enforce them. 
Although some countries have legal frameworks that cover 
data protection and privacy issues in specific sectoral contexts, 
only Bhutan and Nepal currently have an omnibus personal 
data protection law. India, Maldives, Pakistan, and Sri Lanka 
have bills at various stages of the legislative process. 

Inclusion and accessibility also remain a challenge despite 
progress on the overall digitalization of government services in 
the region. Given that digital public platforms are intended to 
support government service delivery more broadly, the overall 
digitalization of governments can be used as a relatively good 
proxy indicator for quality and performance of digital public 
platforms. Across all country reports, access was highlighted 
as a key challenge for both government-to-person and govern-
ment-to-business digital public platforms. Barriers identified 
include reliability and affordability of broadband internet 
access, device affordability, digital literacy, and access and use 
of identification systems, particularly for members of vulner-
able groups. Gender gaps in accessing and using digital public 
platforms have also been observed in some countries. When 
large groups of people are excluded from accessing and using 
digital public platforms, their development impact remains 
unrealized. The COVID-19 pandemic has underscored the 
importance of promoting inclusion and the opportunities that 
have been lost due to digital divides. One notable good practice 
has been the establishment of physical service centers where 
people—especially those without internet access and digital 
skills—are able to access digital services with assistance.
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R E C O M M E N D AT I O N S

Establish a whole-of-government approach to 
digital public platforms
Clarifying institutional arrangements means defining actors 
responsible for policy, strategy, planning, funding, pro-
curement, delivery, and operations. Ideally, a single body 
or organization should be responsible for as many of these 
functions as possible. The more power they have, the more 
effective they can be. In some cases, difficult decisions may 
need to be taken, including consolidation of agencies and 
mandates. India and Sri Lanka are good practice examples in 
this regard, including by having bodies and organizations with 
the authority and capacity to develop and enforce common 
policies, platforms, and standards, and by establishing clear 
roles and responsibilities among actors. It is also important to 
develop the skills and capabilities of civil servants so that they 
are able to conceptualize, design, manage, and operate digital 
public platforms, possibly to include centralizing some imple-
mentation functions into a digital government organization. Sri 
Lanka’s Information and Communication Technology Agency, 

for instance, develops software on behalf of line ministries. 
Beyond South Asia, useful digital government institutional 
models in Australia, Brazil, Singapore, and the UK could be 
adapted to the region. 

Prioritize data protection and cybersecurity
Bhutan and Nepal have already enacted data protection laws, 
whereas India, Maldives, Pakistan, and Sri Lanka are at 
advanced stages of introducing general personal data protec-
tion laws. It is crucial to accelerate these processes and ensure 
that they align with relevant good practices. To reduce the 
risk of data breaches and misuse, it is important to adopt a 
privacy-by-design approach for digital public platforms from 
the get-go. This techno-legal approach, characterized by laws 
and regulations and privacy-enhancing technologies, will help 
provide the necessary safeguards, certainty, and accountability 
around the collection and use of personal data.

Strengthen data governance and interoperability 
frameworks
With strong data protection frameworks in place, countries 
can move to designing and implementing whole-of-country 
data governance and interoperability frameworks, accompa-
nied by enforcement of relevant standards. As part of these 
efforts, countries should consider the suitability of federated 
and decentralized protocols for data sharing and verification, 
such as the verifiable credentials standard. This will support 
use-cases such as integrated service delivery, social protection 
targeting, and digitalized health care and education. It would 
also incentivize the private sector to develop innovative ser-
vices based on government-managed (and trusted) data.

Take comprehensive digital stack approaches to 
identification, payments, and platforms
Countries in the region could use their identification systems 
as a basis for their digital stacks to unlock presence-less, cash-
less, paperless, and consent-based transactions. Such stacks 
would use not only a whole-of-government but also a whole-
of-country approach. The India Stack and Singapore NDI 
(national digital identity) Stack offer useful examples. Existing 
foundational identification systems would either need to 
be improved or used as a basis on which to build additional 
services so that digital identification credentials can be issued 
with higher levels of assurance for trusted remote online 
transactions with both the public and private sectors. Current 
gaps in the access and use of identification systems should 
also be addressed.

Digital Public Platforms:
Key areas for action

Whole-of-government approach to 
digital government

1

2 Prioritization of data protection 
and cybersecurity

3 Stronger data governance and 
interoperability frameworks

5 Use case support for high 
impact vertical sectors

6 Human-centric design for gender 
inclusion and bridging digital divides

4 Comprehensive “digital stack” approach to 
identification, payments and platforms
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Digital Public Platforms 

Use-case support for high-impact sectors
Support would focus on high-impact and catalytic use-cases, 
such as health care, education, jobs, and financial services. 
Given their limited resources, countries in the region could 
consider prioritizing efforts toward developing digital public 
platforms that will reach the maximum number of beneficia-
ries and have the maximum developmental benefits. Because 
people are the greatest asset of South Asian countries, develop-
ing digital public platforms that build, protect, deploy, use, and 
empower human capital is the most logical priority (Bashir et 
al. 2021). An example is dynamic national-scale social regis-
tries, a basic infrastructure for the delivery of social protection, 
which could accelerate poverty alleviation by enabling better 
targeting of social assistance and insurance. Thus far, no coun-
try in the region has dynamic social registries at the national 
level. Similarly, deepening access to financial services would 
also equip people and businesses with the ability to participate 
more meaningfully in the digital economy. An initial focus on 
a smaller set of priority and high-impact cases could create a 
demonstration effect across all sectors.

Focus human-centered design on gender inclusion 
and bridging digital divides
Digital public platforms are an excellent opportunity for 
South Asian countries to make progress in closing gender 
and other divides by equalizing access to government ser-
vices. For women and girls, digital platforms provide greater 
agency and opportunities for economic empowerment, 
such as skilling and employment, property purchase and 
transfer, business applications, social assistance, and social 
insurance. Deliberate efforts are needed to prioritize services 
especially beneficial for women and girls. A greater focus on 
human-centered design is also necessary, whereby digital 
public platforms are developed with empathy for the people 
they are being designed for, including an understanding of 
their specific problems and needs, and how a proposed solu-
tion would address these needs.
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Digital financial services (DFS), such as payments, credit, 
savings, remittances, investments, and insurance via dig-
ital channels, hold the potential to serve the poor at scale. 
Technology and business model innovations have spurred 
the growth of DFS in the South Asia region. However, the 
maturity of DFS varies and in most countries more work is 
needed to promote a fully functional DFS ecosystem, from the 
rollout of the necessary digital and financial infrastructure to 
the development of government support systems and enabling 
legal frameworks. 

South Asia currently accounts for more than 20 percent of all 
unbanked adults in the world. Bolstered by recent reforms and 
investments, improvement in key DFS metrics in the region 
has been notable. For example, in Pakistan, mobile money has 
grown fourfold since 2015, driven by the high penetration of 
mobile services (84 percent), high coverage of the national 
identification system, and the availability of identity authenti-
cation systems at the retail level. Still, more than 40 percent 
of accounts are currently inactive, and branchless banking 
is concentrated in two telco-owned banks (JazzCash and 
Easypaisa). In Nepal, the Nepal Rastra Bank has struggled to 
create financial access points due to difficult terrain and high 
operating costs. Afghanistan had only 3.3 registered mobile 
money agent outlets per 1,000 square kilometers in 2019. This 
situation hinders the inclusion agenda, which is a vital aspect 
of promoting the digital economy in the region. 

Most countries in the region have implemented traditional 
payment systems covering large value and bulk payments 
(real-time gross settlement system and automated clearing-
house, respectively), established dedicated domestic card 
payment infrastructures or national switches (except Nepal 
and Maldives), and made fast payment systems available 
(except Afghanistan and Bangladesh). Contactless payment 
services, such as QR code payments, were increasingly used 
during the pandemic (for example, in Nepal). Although all 
countries in the region have taken and are continuing to take 
measures to modernize payment systems, some bottlenecks 
like acceptance infrastructure and cost to merchants for accep-
tance of digital payments still need to be addressed. Credit 
infrastructure is evolving but needs to be further strengthened 
through digital technologies to implement alternate creditwor-
thiness and scoring processes for need-based credit products 

and services. In addition, ensuring system interoperability for 
digital payments could increase accessibility, inclusion, and 
usage of financial products and services. 

In several countries in the region, gender gaps persist, and both 
women and youth are at risk of being left behind. This is due 
not only to gaps in connectivity but also to social and cultural 
norms, particularly with respect to women’s financial empow-
erment. In Afghanistan, for example, the adoption of digital 
payments by Afghan youth is slow and below the national aver-
age, despite the availability of a wide range of low-cost digital 
payment options (such as AfPay). The proportion of women 
owning a transaction account is also low, 7 percent, relative to 
23 percent of men. In Bangladesh, where the financial inclu-
sion gap is one of the widest globally (at 29 percent in 2017), 
adoption of digital financial instruments remains limited 
among women despite an increase in mobile phone ownership. 
In general, this situation is driven by various factors, including 
lower ID coverage and digital literacy, less confidence in using 
mobiles, limited knowledge of English, patriarchal house-
hold dynamics, and that nearly 99 percent of digital finance 
agents in Bangladesh are men. In Nepal, only 3 percent of 
women have used the internet or a mobile phone to access 
bank accounts, and only 13 percent have made or received 
digital payments. To bridge the gap between access and use, 
and promote inclusion, digital and financial literacy programs 
are needed across the region. Although DFS promotes digital 
and social inclusion more broadly, barriers to use are signifi-
cant for those who stand to benefit the most, such as poorer, 
older, and remote or rural populations. The dominance of cash 
and cash-on-delivery is yet another factor contributing to low 
uptake: by way of example, cash-in-circulation in Pakistan and 
India currently represents 17 percent and 12 percent of gross 
domestic product (GDP) respectively, relative to 5 percent in 
developed countries. 

A strong institutional, legal, and regulatory framework for 
consumer protection, including data protection and cyberse-
curity, will be crucial in creating an enabling, inclusive, and 
trustworthy environment that enables digital payments and 
more broadly DFS. Recently, as the role of nonbanks in the 
DFS space has been increasingly recognized in the region, 
many countries have strengthened their regulatory frame-
works: India, Maldives, Nepal, Pakistan, and Sri Lanka now 
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have separate payment system statutes; Afghanistan and 
Bhutan have issued relevant regulations under their central 
bank statutes; and Bangladesh is in the process of enacting 
a National Payment Systems Act to address some critical 
gaps.2 However, key institutions need to be strengthened: the 
Global Financial Inclusion and Consumer Protection Survey 
shows that the South Asia region has the lowest prevalence 
of standalone units within financial sector authorities that are 
dedicated to financial consumer protection. Further, regula-
tory frameworks are not well adapted for new and enhanced 
risks arising from DFS and weaknesses are evident in market 
conduct supervision and dispute resolution mechanisms. 
The degree of harmonization of AML/CFT (Anti-Money 

2 Legal certainty around operational aspects such as netting, collateral protection, irrevocability, and settlement finality.

Laundering and Combating the Financing of Terrorism) 
procedures, policies related to foreign participation in financial 
infrastructure, and cross-border aspects pertaining to data 
protection and privacy also need further refinement.

In terms of government payments, all countries in the region 
have increased the use of digital channels, but the degree 
of adoption and innovation varies. The process began with 
the digitization of civil service salary payments across the 
region, followed by a broader push to modernize all govern-
ment-to-person (G2P) payments, including pensions and 
social safety net benefits. India’s Direct Benefit Transfer (DBT) 
program for G2P payments has been particularly successful, 
almost three billion transactions per year, but in this regard 

FIGURE 5. DFS Maturity in South Asia Region Countries 

Most SAR Countries 
in Early Stages of 
Digital Financial 
Systems Maturity 

INCREASED PENETRATION AND USAGE OF DIGITAL  F INANCIAL  SERVICES
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STAGE IV FULLY
DIGITAL

Basic access to 
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to other DFS products 
(e.g., credit, insurance) 
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Government 
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• Allow Non-bank 
issuance of e-money

• Implement Simplified 
CDD
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Mobile phones 
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• Enhance financial 
management system to 
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• Establish and expand 
coverage of Digital ID 

• Enable automated access 
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data platforms 
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enable Open banking 

• Support universal 
Broadband connectivity
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Smartphones 
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Regulatory framework 
for DFS providers  

• Adopt comprehensive 
legal measure for 
data protection & 
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• Adopt Payment Systems 
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• Enable non-banks access 
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Source: Adapted from Pazarbasioglu et al. 2020, figure 3.
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India is an outlier in the region. Its success was driven by the 
integration of domestic payment infrastructures, which pro-
vided recipients with a meaningful choice of providers. In other 
countries, although some progress has been made, digitiza-
tion of G2P payments is more piecemeal. Challenges relate to 
functionality of accounts and logistical constraints. Even where 
recipients are provided with fully functional financial accounts, 
the lack of acceptance of digital payments among merchants, 
lack of trust in the system, limited cash-out facilities, and low 
levels of awareness and financial literacy all resulted in uphold-
ing the dominance of cash and slowing down digitalization. 
Even in India, beneficiaries were not always aware that pay-
ments had been delivered into their accounts (Gelb et al. 2021). 
More recently, governments across the region have embarked 
on the digitization of other payment streams, such as P2G 
(such as taxes, tolls, or utility bills) and B2G (business-to-gov-
ernment). However, such initiatives are relatively new, and 
many government payments streams across the region still 
rely on manual processes with a cumbersome user experience.

Some regulators are setting up innovation facilitators to ensure 
that new digital products and services find their way to market. 
In Bangladesh, for example, where mobile financial services 
are already very successful, the Regulatory FinTech Facilitation 
Office is a central bank-based one-stop-shop for fintechs and 
other financial innovators, where dedicated staff assist with 
license applications and other regulatory enquiries. In Bhutan, 
the Royal Monetary Authority launched the FinTech Bhutan 
initiative to support innovations that will improve the quality, 
efficiency, and accessibility of financial services. Fintech start-
ups have begun to take off across the region but are hampered 
by unfavorable market dynamics, shortage of talent, and lack of 
funding, among other issues. With respect to the DFS entre-
preneurship ecosystem.

India is a notable exception in being home to the third largest 
start-up movement globally, propelled by rapid technology 
growth and innovation. The Start-Up India and Digital India 
campaigns have created a large support network for 57,000+ 
start-ups in the country through 520 incubators, 850 cowork-
ing space providers, and 59 accelerators that currently provide 
business programs, coaching, mentorship, and workspaces. By 
way of contrast, Afghanistan’s fintech start-up ecosystem (of 
VCs, incubators, and accelerators) is almost nonexistent.

R E C O M M E N D AT I O N S

Encourage long-term adoption, coverage and 
access through public-private innovation
Governments could adopt a consistent and long-term approach 
to encourage the private sector to freely develop the digital 
ecosystem in multiple areas, riding on the back of the digitiza-
tion of G2P programs. Payment delivery processes could be 
integrated across government programs and ministries. IDs, 
social registries, financial management, and payment systems 
would best be integrated into common platforms. All contract 
payments above certain thresholds—whether G2B or B2B—
could gradually be shifted to digital mode. For example, India 
might consider expanding its DBT program to the state-level 
benefit programs that are not digitized. The government could 
also continue to evaluate the economic model for DBT incen-
tives with a view to expand the choice of providers available for 
recipients. Bangladesh, Bhutan, Maldives, Nepal, and Pakistan 
could consider enacting similar policies, leveraging the full 
range of providers and interoperable payments infrastructures 
to facilitate digital, account-based payments with a view to 
advancing financial inclusion through government payments. 
Any subsidy or incentive arrangements for payment service 
providers should be negotiated on a whole-of-government 
basis including (where applicable) subnational authorities. In 
regard to implementation, South Asian countries that have 
not already implemented centralized portals should consider 
developing such centralized portals or gateways for govern-
ment collections (as planned in Bangladesh through the ekPay 
portal), to improve user experience, strengthen security, and 
negotiate better contract terms with payment service providers 
or card networks. In addition, they should consider estab-
lishing a dedicated platform, or working group, to exchange 
regional experiences and best practices for digitization of 
government payments.
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Address gaps in financial infrastructure 
development and modernize credit reporting 
systems
Systems would integrate alternative data and establish a 
roadmap for developing the payments and data exchange 
components of the digital stack. Measures could include 
accelerating the implementation of fast payment systems in 
Bangladesh and integrating financial infrastructures with 
government and business payments in Pakistan. In Bhutan, 
Maldives, Nepal, and Sri Lanka, digital capabilities could be 
improved. Standardized QR codes could also be adopted in all 
South Asian countries, following the examples of India, Nepal, 
and Pakistan. The digital capabilities of existing credit report-
ing systems need to integrate alternative data and micro, small, 
and mid-size enterprises (MSME) data. As the government 
data platforms develop further, the focus should be to move 
toward a data exchange platform that financial institutions can 
access, based on the consent of the respective data subject.

Promote trust and literacy through appropriate 
regulatory frameworks
Authorities in South Asia could strengthen the institutional, 
legal, regulatory, and supervisory processes to ensure robust 
cybersecurity, data privacy and protection, and consumer 
protection, which in turn will help build broad-based trust in 
DFS. For example, legal and regulatory frameworks should 
be adapted to address new and heightened risks arising from 
DFS, such as those related to outsourcing, cloud computing, 
use of alternative data, algorithmic scoring, use of digital 
channels, and gaps in the regulatory perimeter. With respect 
to implementation, literacy initiatives should convey targeted 
messages (highlighting the many benefits of DFS and the 
risk mitigation measures taken) to have impact and leverage 
existing government programs for widespread adoption at 
scale. Special attention should be given to underserved pop-
ulations such as women, senior citizens, youth, and rural and 
displaced populations. 

Facilitate and promote innovation and new  
business models
Governments and regulators should proactively review legal 
and regulatory frameworks and address gaps and ambiguities 
that discourage market entry and the development of new 
business models. Bangladesh, Bhutan, and Pakistan have 
recently launched initiatives in this direction that they should 
consider expanding. No such initiatives, however, have been 
taken in Afghanistan, Maldives, or Sri Lanka. On the imple-
mentation front, except for India (which is an outlier), all South 
Asian countries would benefit from more innovation facilita-
tors such as incubators, accelerators, angel investor networks, 
and (at the minimum) innovation hubs. The use of alternative 
data, e-KYC, cloud services, API-based data exchange, and 
platform-based models are particularly relevant in the South 
Asian context. Countries that already have innovation office 
and sandbox regulatory approaches could channel the insights 
gleaned from them to inform reviews and updates of regula-
tory frameworks.

Support policy reforms to facilitate cross-border 
payments and payment service providers
Integrated and interoperable payment systems offer consider-
able potential, beginning with cross-border partnerships and 
cooperative business arrangements among payment services 
providers. The State Bank of India’s operations in Bangladesh, 
for example, could facilitate acceptance of RuPay cards issued 
in India, under a partnership with State Bank of India. Sonali 
Bank (Bangladesh) operations in India and PayTM could 
accept Bangladeshi bKash in India under their respective 
acquiring licenses in the country. The countries to simultane-
ously explore options and models to be considered for regional 
integration either by using existing infrastructure or by setting 
up a common new infrastructure for providing services to 
countries in the region.
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The growth and sustainability of digital businesses require 
a well-functioning entrepreneurship ecosystem, including 
enabling regulatory and policy frameworks and adequate 
access to finance. As ecosystems mature, the policy focus 
should shift toward creating a contestable market in which all 
new digital businesses have a fair chance to enter, compete, 
and scale up. The maturity and dynamism of digital businesses 
in any given country depends in part on the performance of the 
remaining digital economy pillars, that is, digital infrastructure, 
digital financial services, digital skills, digital platforms, and 
digital confidence.

Digital business ecosystems in the South Asia region 
show diverse levels of maturity. According to the Digital 
Entrepreneurship Index (which ranks country ecosystems 
according to subindices of digital infrastructure governance, 
user citizenship, multisided platforms, and entrepreneur-
ship), India (whose digital economy is on track to reach a 
value of US$800 billion by 2030) and Sri Lanka have the 
most developed digital entrepreneurship ecosystems among 
the South Asian countries covered by the index; Bangladesh 
and Nepal have the least developed.

Disparities in the maturity of digital business ecosystems are 
partly explained by the quality of government institutions 
and support initiatives and the robustness of a country’s 
networks of intermediary support organizations. Creating 
an enabling environment by removing obstacles to growth—
such as anticompetitive regulations in key industries, 
taxation on small firms, inefficient red tape, and difficulty 
in transactions with global markets—while attracting and 
encouraging local domiciling of investment capital are vital 
to the development of digital businesses. The exemplary 
growth of India’s start-up ecosystem, for instance, is largely 
due to the success of formative technology businesses that 
created positive spillover across the economy, skilled human 
capital in key sectors of the economy, and a conducive 
environment for digital businesses and equity investment. 
Notably, the country has the third largest number of incu-
bators and accelerators in the world, more than 520 active 
technology incubators and 59 accelerators, 42 percent of 
which have been set up since 2016. Many of these programs 
are connected to global tech giants and industry leaders, 
national industry associations, and top-ranked universi-
ties. In general, greater coordination among policy makers, 

regulators, and private sector actors is needed when creating 
a conducive regulatory and policy framework for digital busi-
ness development and investment.

E-commerce platforms in the region’s largest countries have 
taken advantage of large and underserved markets to rap-
idly expand their operations. In India, the e-retail market is 
expected to grow at a rate of 25 to 30 percent per year over the 
next several years, reaching a value of US$120 to $140 billion 
by fiscal year 2026. Digital businesses play a key role in closing 
service access gaps among underserved populations because 
they can offer innovative solutions to pressing development 
problems. In addition, both formal and informal firms have 
benefited from the presence of e-commerce platforms. A 
recent World Bank survey of South Asian firms selling on 
e-commerce platforms Chaldal and Daraz revealed that the 
primary reason for joining the platforms was to access more 
customers. Most sellers reported a business expansion after 
joining the platforms. Informal firms reported an increased 
incentive to register their business. Both highlight the potential 
of the digital economy to shift formalization incentives and 
to positively affect informal firms, more specifically with four 
main benefits: good management practices, greater access to 
markets, reduced capital inputs, and lower matching and verifi-
cation costs (Bussolo et al. 2021).  

FIGURE 6. Digital Entrepreneurship Index (2019) 
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Despite progress, an important gender participation gap 
remains: the number of women entrepreneurs, digital plat-
form sellers, or employees of digital businesses, is still limited. 
In Bangladesh, for instance, labor-force participation among 
women remains low, with women making up only 16 percent 
of the total information and communications technology 
(ICT) workforce in the country. In Nepal, the number of new 
female business owners and new sole female proprietors 
doubled from 2014 to 2018, but primarily in nondigital sectors. 
In India, only about 13 percent of enterprises are owned by 
women. Increased investment in digital skilling and ecosystem 
support services that are targeted toward women will unlock 
greater business creation and growth. 

Digital businesses face many of the hurdles common to all 
entrepreneurs in the region, especially access to finance. This 
is due to the regulatory hurdles for the type of local capital 
formation best suited to digital businesses and start-ups. With 
the exception of India—which has seen a surge in private 
equity (PE) and venture capital (VC) funding for new enter-
prises over the last decade—access to early-stage financing 
in the region is a challenge. The lack of understanding of 
digital among local financial institutions and private inves-
tors exacerbates the gap in MSME and trade finance for local 
entrepreneurs. For instance, in Nepal, under the Foreign 
Investment and Technology Transfer Act (FITTA), VC/PE 

firms are restricted in how they can enter the market, the 
types of instruments they can use, and the amount of funds 
they can deploy. In Pakistan, access to finance for emerging 
businesses is difficult given that both VC/PE availability 
and formal sources of finance are constrained. In Sri Lanka, 
according to the Council of Startups, less than US$2 million in 
VC funding was invested in the market in 2020, amounting to 
just 0.002 percent of GDP.

R E C O M M E N D AT I O N S 

Build institutional capacity for development and 
enforcement of enabling frameworks
Expanded capacity tends to promote innovation and com-
petition. The growth of the digital economy requires an 
assessment of guidelines, laws, and regulations as they relate 
to, among other things, business formation and dissolution, 
access to capital (in the form of working capital, trade finance, 
and business loans through digital channels), foreign direct 
investment flows (as risk capital in the form of equity invest-
ment), contestability with traditional business models, and 
cross-border dynamism in the movement of goods, data, 
capital, and people. Adopting a three-tiered framework could 
help policy makers prioritize legislation and regulations and 
adapt them to the level of maturity of the digital ecosystem. 
In particular, countries at early stages of digital ecosystem 
development could benefit from enacting e-transaction laws to 
ensure the basic legal legitimacy of online transactions (such as 
electronic contracts and digital signatures), enable cross-bor-
der data flows, and facilitate registration for digital businesses 
(including sectoral permits and licenses). After setting up 
basic e-transactions regulations, governments in the region 
could then consider enacting regulations that help businesses 
scale, such as improving local capital formation for early-stage, 
venture, and growth capital. Further, they could foster trust in 
digital commerce by enacting consumer and supplier protec-
tion, cybersecurity, data protection, and intellectual property 
legislation. The adoption of market-efficient investment 
structuring policies, together with the clarification of laws 
relating to bankruptcy, taxation, and repatriation of funds, 
could crowd in capital. In any market, but especially as digital 
ecosystems mature, regulators should consider adequate 
competition policy and advocacy measures that could guaran-
tee fair competition between online and offline players, large 
and small firms, and foreign and local firms. Regulators could 
also support integration for increasingly digital regional trade, 
commerce, and value chains through regional interoperability 

Digital Businesses:
Key areas for action

Institutional capacity for development and 
enforcement of enabling frameworks

1

2 Fiscal incentives for early-stage 
and growth financing

3 Training and funding of SMEs and MSMEs, 
with a focus on women-led businesses

5 Robust network of private sector 
intermediary support organizations

4 Opportunities for female entrepreneurs 
including improved access to finance
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for digital payments and services, trusted data sharing, and 
digital ID and authentication. A comprehensive mapping of 
digital market regulations in each country would help identify 
roadmaps for the implementation of international good prac-
tices along each of the areas recommended.

Provide fiscal incentives for early-stage and  
growth financing
Governments should consider structuring supportive tax 
regimes to incentivize early-stage capital providers, such as 
angel investors (including those of the diaspora) and seed, 
venture, and growth funds. Government fiscal incentives could 
be used to encourage healthy and growth-oriented capital flows 
into the country, rather than capital inflows that engage in 
hostile market consolidation and stifle competition. The gov-
ernment could explore options in consultation with the private 
sector, such as innovative financing methods (for example, 
peer-to-peer platforms), the use of government funds through 
risk-sharing facilities, and other matching initiatives to enable 
capital to reach scale.

Train and fund with a focus on women-led 
businesses
The COVID-19 pandemic has accelerated the digitization of 
MSMEs across South Asia. This has increased opportuni-
ties for technology enabled fintechs, SaaS, communications, 
commerce, and logistics companies while connecting MSMEs 
in new and inclusive ways to financial services, suppliers, and 
customers. Efficiency gains have also been made by digitizing 
activities such as bookkeeping and order management. To 
achieve informed, empowered, and equitable digitalization, 
governments could further support this trend by providing 

relevant incentives, such as training and funding of MSMEs 
and particularly women-owned MSMEs. A key target of these 
incentives could be digital solution providers so that they can 
design fit-for-purpose solutions for local MSMEs. 

Improve opportunities for female entrepreneurs, 
including improved access to finance
To increase the number of women entrepreneurs hav-
ing access to finance, and to increase the rate of lending 
to women-owned small and mid-size enterprises (SMEs), 
performance-based incentives for financial institutions (in 
collaboration with private investors) could be considered. 
Financial institutions may use their balance sheets to finance 
the growth of particular women-led portfolios. These per-
formance incentives could also be provided in risk-sharing 
facilities. In addition, specific programs to improve the gender 
imbalance could be considered, such as coaching and mentor-
ing programs for women entrepreneurs on access to markets 
and networks, targeted skills and personal initiative training, 
investment-readiness training, and business model develop-
ment support.

Facilitate a robust network of private sector 
intermediary support organizations 
Part of a network effort is to promote linkages to employers, 
investors, trade associations, and universities. Best practices 
in large cities (such as building networks in successful entre-
preneurial hubs) should be adapted to secondary and tertiary 
cities. The government should seek to facilitate the develop-
ment of business and entrepreneurial networks at the local, 
national, and international level by focusing on linking firms to 
customers, suppliers, and other key stakeholders.
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Digital skills are critical for unlocking technology-driven 
development benefits and an essential component of the digital 
economy. Skilling, upskilling, reskilling, and lifelong learning 
foster adaptability, facilitate resilience, and generate significant 
economic and social benefits. Generally, digital skills fall into 
two categories: those for a digitally competent workforce, such 
as ICT professionals, and those for digitally literate citizens. 
South Asian countries are increasingly recognizing digital skills 
as a key foundation of the digital economy. However, most 
countries in the region still lack a coordinated and structured 
digital skills framework. Shared competencies across govern-
ment entities in charge of the agenda are unusual. In some 
countries, including Afghanistan and Bangladesh, no compre-
hensive national digital skills framework could be identified, 
and no clear institutional anchoring of the digital skills agenda 
is evident. In Nepal and Sri Lanka, digital skills are a high pri-
ority and a range of skills initiatives and programs exist. Still, 
a more structured framework to strategically build domestic 
digital skills and capabilities is needed.

In addition, the current dearth of data on the level of digital 
skills available in South Asian countries, and market demand, 
is hindering progress in this area. A structured skills frame-
work requires assessments (of skill types, demand, and 
supply), feasibility studies, and analytically rigorous economic 
and financial analyses. Virtually no digital skills assessments 
or demand assessments have been completed in South Asian 
countries, and response programs are fragmented. Moreover, 
current discussions in government only seem to take place at 
the two ends of the spectrum: high-end ICT skills or rudimen-
tary skills.

The biggest challenges are low levels of literacy in the region, 
combined with capacity and gender gaps. The human capacity 
gap is the main reason for the drastically low broadband usage 
gap in the region (currently at 64 percent). In Pakistan, about 8 
percent of individuals (10 years and older) report using a com-
puter, laptop, or tablet in the last three months. In India, the 
National Family Health Survey (NFHS-5) indicates that only 
42.6 percent of women used the internet at least once (relative 
to 62.2 percent of men). It also reports a strong rural-urban 

divide: only 56.8 percent of urban women, and an even lower 
33.9 percent of rural women, report using the internet, relative 
to 73.8 percent and 55.6 percent of men, respectively. In light 
of these challenges, especially those relating to literacy, usage 
gaps need to be addressed holistically and include local inclu-
sion support programs and multimodal approaches.

A review of current government strategies reveals no clear 
current plans for digital upskilling in the region. To create 
an inclusive digital economy in South Asia, mass digital 
upskilling of the population would be needed. Countries have 
formulated visions of becoming “smart nations,” as in Sri 
Lanka, or have introduced digital competencies from a broad 
perspective but without establishing clear-cut targets. From 
an infrastructure perspective, challenges begin at the school 
level, where broadband and digital devices are lacking in 
some countries. In the Maldives, all primary and secondary 
schools had electricity and internet connectivity by the end of 
2014, but the country has yet to establish a national research 
and education network. In Nepal, only about 6 percent of 
primary schools and 24 percent of secondary schools have 
access to basic electricity, and only 1 percent of primary 
schools and 3 percent of secondary schools have internet 
connectivity. Even in a country as large as India, only some 
38.5 percent of schools have computers, and of these only 
22 percent have internet access. In addition, curricula could 
be updated to introduce the practical aspects of digital literacy 
at the basic education level. Current curricula and teaching 
methods across South Asia tend to be theoretical, outdated, 
and not aligned with the requirements of a digital economy.

The quality of training and technical expertise remains low 
in many countries in the region, despite increased training 
of technical experts in fields such as computer science and 
electrical engineering. To increase the level of flow and stock 
of highly skilled professionals and foster resilience, a focus is 
needed on tertiary level training institutions and partnerships 
with the private sector and international universities. This 
will create synergies, heighten awareness, deepen under-
standing, create expertise, and provide new directions for 
digital skills development. 
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The basis for resilience consists of the right knowledge at 
the right time, the ability to adapt to new situations, and in 
particular the capacity to innovate in the face of crises, such 
as the COVID-19 pandemic and natural disasters. Specialized 
knowledge and specific skills will become increasingly 
vital, particularly with respect to climate and disaster risk 
management. 

R E C O M M E N D AT I O N S

Incorporate digital skills agenda as an integral part 
of national strategies
The elaboration of digital skills development plans can 
promote good practices at central (federal) and decentral-
ized levels. They can help countries develop national level 
strategies and action plans, facilitate the assessment of the 
digital skills landscape, develop dedicated programs to build 
understanding of digital skills, and create mechanisms for the 
evaluation of skills. 

Develop effective digital skills frameworks, 
assessments, and capacities
Such an effort includes a framework that builds in continuous 
training in relevant digital skills for all professionals as well 
as placement strategies and programs. A useful starting point 
would be to conduct a comprehensive digital skills assessment 
to understand both the supply of digital skills (available human 
capacity), and the demand in priority sectors of the economy. 
To bridge the skills gaps identified by such assessments, the 
participation of the private sector—both established companies 
and start-ups—would be indispensable. Carrying out skills 
assessments periodically in partnerships between the public 
sector, the private sector, and academia will help maintain a 
dynamic approach to digital skills development. At the same 
time, training efforts could be scaled up to help people adapt 
to the changing nature of work and groom digital leaders 
who might establish or pilot disruptive technology start-ups. 
Investments in the establishment of training centers and 
industrial training institutes to provide higher-level informa-
tion technology (IT) skills training should also be considered. 
Incentives in the form of ratings on parameters that signal the 
quality of training centers and accreditation could facilitate 
target allocations and rebates.

Incorporate digital skills in the basic  
educational system

Broad digital skills and training should be integrated with 
the education system. This will require a focus on ensuring 
skills access and quality for all; improving the digital skills and 
readiness of trainers, teachers, and tutors; and investing in 
much-needed digital infrastructure. Examples include creating 
e-learning platforms (for blended learning, skilling, upskilling, 
and reskilling), scaling up existing courses with digital skills 
modules (such as existing government massive open online 
courses, known as MOOGs), developing local language and 
gender-neutral digital content, making appropriately priced 
devices for parents, students, academics, and administrators 
available; and establishing standardized competencies across 
digital learning domains. To facilitate intranational, intra-
regional, and international labor competitiveness, a system of 
smartcards such as learning and digital skill passports could 
also be considered as evidence of internationally acceptable 

Digital Skills:
Key areas for action

Digital skills agenda as an integral 
part of national strategies

1

2 Development of e�ective digital skills 
frameworks, assessments and capacities

3 Incorporation of digital skills in the 
basic educational system

5 Domain skilling on-the-job training in 
collaboration with the private sector

6 Specialized modules and measures 
for promoting women in ICT

7 Forward-looking digital skills framework, 
with a focus on the renewable energy sector

4 Enhanced TVET capacity 
and trainer academies
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digital skills. Finally, mandating digital skills training or cer-
tification as a key employment criterion (or value add) would 
encourage both skilling and reskilling.

Enhance TVET capacity and trainer academies 
across sectors
Establishing trainers’ academies to foster the use of digital 
resources is in line with ILO research from 2020 in estab-
lishing a relationship between the availability of initial and 
continual digital education for teachers, on the one hand, 
and the capacity of the technical and vocational education 
and training (TVET) systems for innovation, on the other 
(ILO 2020). In this context, a 360-degree industry involve-
ment in the TVET ecosystem, starting from course selection 
and content curation to training-of-trainers (ToT) programs 
and candidate employment, is worth considering. Further, 
developing dedicated ToT programs for higher-level job roles 
could help create a corpus of master trainers. The inclusion of 
e-mentoring for youth could bring career guidance and coun-
seling to doorsteps. 

Provide domain skilling and on-the-job training in 
collaboration with the private sector
Refresher courses could be followed by possible on-the-job 
training with industry. A dedicated academy for trainers and 
assessors in digital skill domains could be developed around 
existing training institutions. Digital technology can be taught 
to help trainers better plan for teaching and learning, improve 
assessments, and provide better feedback to students.

Incorporate specialized modules and measures to 
promote women in ICT
Digitalization affords the opportunity to introduce gender-neu-
trality in the technology and digital industry. At the same time, 
hiring women managers would help level the filtration process. 
Fostering equality in education, skilling, visibility, pay, and pro-
motion helps curb bias. Such measures would also improve the 
chances of female candidates to thrive in the IT industry and 
in new areas of self-employment (for example, through home-
based work). To achieve this goal, TVET programs should 
include modules to prepare women for the world of work and 
include topics such as negotiating with employers, peers, and 
seniors; voicing their opinions; collaborating with confidence; 
and managing and leading teams. 
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Harnessing the potential of the digital transformation requires 
bridging critical gaps in the legal and regulatory frame-
works for data creation, use and reuse. As the 2021 World 
Development Report notes, effectively leveraging data for 
development requires countries to forge a new social contract 
that delivers the potential value of data equitably, while foster-
ing trust and safeguarding against data misuse (World Bank 
2021). A rights-based approach to data protection that imposes 
limits on data collection, processing, and use by third parties 
could foster trust in the use of data and of cyberspace more 
generally. Improving cybersecurity and curtailing cybercrime is 
also crucial to a safe, inclusive, and innovative digital economy. 

Some South Asian countries are making progress on laying 
down the foundations of a legal framework for digital confi-
dence and trust. Bhutan and Nepal have each enacted a data 
protection law; Bangladesh, India, Pakistan, and Sri Lanka 
all have draft data protection and privacy bills that are in var-
ious stages of consideration by their respective legislatures. 
Further, Afghanistan, Bangladesh, India, and Pakistan have 
sector-specific laws that include clauses pertaining to the 
collection and processing of personal data. With the exception 
of Afghanistan, all South Asian countries scored higher on 

facilitating the sharing of data and enabling their use than on 
setting up adequate safeguards. 

This gap between safeguards and enablers stands out in an 
examination of the robustness of key protections with respect 
to the processing of personal data. No South Asian country 
currently subjects the collection or processing of data to a 
“necessary and proportionate” test to determine whether it is 
justified. Only India, through its 2011 IT rules, requires that the 
collection and use of personal data be proportionate, relevant, 
adequate, and necessary in relation to the purpose for which 
it was collected, and requires that data not be kept longer than 
necessary after processing. With respect to public-intent data, 
South Asia performs well and scores on par with upper-mid-
dle income countries. All South Asian countries covered by 
the Global Data Regulation Survey have right to information 
legislation, and all but Afghanistan have an open data policy. 
In addition, Bangladesh, India, and Sri Lanka have adopted an 
open licensing regime to facilitate the sharing of public-intent 
data. In India, policy measures to encourage data sharing in 
banking have been introduced.

The region remains deeply fragmented in terms of cross-bor-
der digital trade and data flows, performing worse in this area 
than the average low-income country. India has restrictions on 
cross-border data flows and requires that all data relating to 
the payments system be localized even as it adopts an ade-
quacy approach toward cross-border transfers of other types 
of personal data. All other countries surveyed had no legal or 
regulatory framework in place in relation to cross-border data 
flows.

Most South Asian countries have put legislative measures 
to prevent cybercrime in place but underperform on legally 
enacting cybersecurity protections. India and Pakistan have 
cybercrime measures articulated in a single law (the IT Act 
and the Rules and Prevention of Electronic Crimes Act, 
respectively). Nepal and Sri Lanka have followed a somewhat 
fragmented approach and have multiple laws containing 
chapters relevant to cybercrime. In terms of cybersecurity, 
the worst performer in the region is Maldives, ranking last 
(175th) in the Global Cybersecurity Index 2018. Other South 
Asian countries lie on a wide spectrum, from India at 47th to 
Afghanistan at 126th. Although seven of the eight countries 

FIGURE 7. Overview of Data Safeguards and Enablers
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have a cybersecurity agency, research at the country level 
shows wide gaps in the capacity of these agencies, some being 
nascent and lacking in basic technical expertise and human 
resources. 

Institutions performing key data governance functions are 
also absent in most countries in South Asia. The capacity of 
those that do exist remains poor. Such institutions are sub-
sumed under another government ministry, department, or 
agency. Even when a data protection authority is in place, as in 
Bhutan’s Infocomm and Media Authority, it is only partly inde-
pendent, has limited authority, and is therefore ill equipped to 
deal with the complexities of data flows in the digital economy.

R E C O M M E N D AT I O N S

Develop legal and regulatory frameworks for data 
protection
All South Asian countries could work toward adopting and 
effectively enforcing a robust legal and regulatory framework 
developed according to rule of law principles in an inclusive 
multistakeholder way and fit-for-purpose for the digital econ-
omy. In countries such as Bangladesh, India, Pakistan, and Sri 
Lanka, where consultations on new data protection legislation 
are under way, ensuring an inclusive consultative process and 
enacting laws that follow good international practices for the 
protection of personal data will be an important first step. In 
other countries, where such a law is already in place, gov-
ernments could evaluate whether it is fit-for-purpose for the 
digital age. 

Establish independent, well-resourced, and 
competent institutions with clear enforcement 
mandates over data protection and cybersecurity
All South Asian countries should consider investing in inde-
pendent, well-resourced, and competent institutions to enforce 
the legal and regulatory framework to safeguard the data rights 
and interests of the various stakeholders. These would include 
investments in human resources to ensure technical capacity 
and competence within cybersecurity and data protection 
authorities. Finally, any data protection authority will need to 
be structurally and functionally independent from other parts 
of government in terms of membership selection, adjudica-
tion processes, and enforcement capabilities. It will also be 
important to empower institutions with the status and budgets 
to effectively coordinate the digital agenda, in line with a true 
whole-of-government approach.

Digital Confidence:
Key areas for action

Multi-stakeholder approach to the development 
of legal and regulatory frameworks

1

2 Independent, well-resourced and competent 
institutions with clear enforcement mandates

FIGURE 8. Average Scores on Data Governance Dimensions
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Power of Regional 
Collaboration in South Asia

In an increasingly borderless digital world, multilateral and 
regional coordination have taken over from race-to-the-bottom 
approaches to the digital economy. A regional digital economy, 
through its scale and network effects can enable greater access 
to inputs and markets, improve the exchange of knowledge, 
capital, and innovation, and help countries achieve important 
national socioeconomic development goals. Economies of scale 
create positive dynamics through larger markets, higher trade 
volumes, and more data.

Benefits of increased collaboration include smoother intra-
regional trade, expanded e-commerce markets, and greater 
financial inclusion. A more robust regional digital economy 
could address current roadblocks to intraregional trade and 
foreign direct investment in the region. The increased scale, 
scope, and speed of trade can be particularly beneficial for 
SMEs looking to expand their markets by targeting customers 
in neighboring countries through cross-border e-commerce. 
Coordination and interoperability between country payment 
systems, for instance, would create a frictionless experience for 
such remittances, further driving economic growth and welfare 
gains. Digital financial services hold great potential for financial 
inclusion, social inclusion, and poverty reduction, as well as 
for socioeconomic development more generally. South Asian 
countries could work collaboratively to boost what has become 
a world hub for fintech enterprises (India being home to seven 
unicorn start-ups in the space). In addition to finance, education 
could benefit from increased regional collaboration. Countries 
should consider sharing existing digital tools and relevant digi-
tal content for school-level learning, and collaborate on literacy, 
skills development, and mutual recognition schemes. 

To build a thriving regional digital economy and reap its 
benefits, South Asian countries could consider greater regional 
coordination in three priority areas: (1) cross-border connec-
tivity and data infrastructure, (2) an enabling environment 
for cross-border data flows, and (3) integrated cross-border 
payment systems. 

Regional cooperation would help improve access to inter-
national capacity and connect currently disadvantaged 
landlocked countries. Countries with limited cross-border 

links are on the edge of global connectivity networks and 
at a significant disadvantage in the market in terms of both 
supply and cost (as price-takers for connectivity). For example, 
Afghanistan relies on terrestrial connectivity mainly through 
Pakistan, whereas Bhutan and Nepal are connected by a 
limited number of cross-border links to India. This negatively 
affects the affordability, resilience, and quality of services 
downstream, a phenomenon exacerbated in Afghanistan by 
the lack of competitive pricing and regulations in the national 
backbone, resulting in much higher end-user prices. Regional 
efforts could focus on increasing the number of cross-border 
links with coastal and inland neighbors to interlink with key 
international connectivity routes.

Investing in connectivity and data infrastructure can lead to 
greater benefits when combined with an appropriate enabling 
environment for cross-border data flows. Data (both public and 
private) has the potential to create socioeconomic value for all 
countries in the region when it flows based on common frame-
works and standards. Advanced technologies such as artificial 
intelligence and machine learning increasingly use cloud 
computing and rely on the ease of cross-border data flows. 
Cross-border data flows can also facilitate greater choice of 
competitive online services for end users and enable economi-
cally efficient choices to store and process data for businesses. 
Regulation of these data flows is at the heart of ongoing discus-
sions of international trade governance owing to its knock-on 
effects on digital trade. A legal and regulatory framework that 
upholds privacy, security, and consumer protection is critical 
to supporting digital transactions, especially across borders. At 
present, although no South Asian country has enacted direc-
tives restricting cross-border data flows, restrictions on data 
localization have been discussed and introduced in draft bills in 
India, Pakistan, and Sri Lanka.

The number of cross-border payments (including remittances 
and trade transactions) are on the rise between South Asian 
countries. Regional cooperation in matters of payment systems 
can generate welfare gains and benefits such as (1) reliable 
and cost-efficient payments, (2) better dispute management 
and faster resolution of complaints with more standardized 
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rules and regulations, and (3) faster processing of transactions 
and settlements (due to the avoidance of time zone differ-
ences resulting from settlement of transactions in books of 
correspondent banks in the United States or Europe). Most 
countries in the region, apart from Maldives and Nepal, have 
functioning domestic payment card infrastructure. These 
systems have been leveraged to establish bilateral linkages 
between countries for seamless cross-border payments. 
However, no dedicated regional payments arrangement cur-
rently exists. Bilateral agreements include those between India 
and both Bhutan and Nepal. As a result of such arrangements, 
since 2008, a one-way remittance scheme has been in place 
from India to Nepal using the Reserve Bank of India’s National 
Electronic Fund Transfer system (the scheme’s upper limit 
was raised in August 2021). In addition, the Bhutan Financial 
Switch and India’s National Financial Switch were also inter-
linked in 2019. Indian travelers can therefore seamlessly use 
their domestic RuPay-branded cards at ATMs and point-of-
sale (POS) terminals in Bhutan. Similarly, Bhutanese travelers 
can use ATMs and POS terminals in India (Royal Monetary 
Authority of Bhutan 2021).

For some of the smaller South Asian economies, the need to 
integrate in or seek alignment with some of the neighboring 
larger economies is critical. Nepal, for example, has oppor-
tunities to improve living conditions by connecting to the 
e-commerce market of the neighboring India. However, to 
allow for digital marketplaces to operate across the border, 
alignment in matters of regulation of the digital economy, 
including e-payments, digital transactions, data protection, 

and so on is needed. Countries such as Bhutan or Maldives 
could benefit from knowledge, skills, and financing becoming 
available in larger economies in the region. Sri Lanka can 
benefit from collaborative approaches with more advanced 
countries in the region in terms of further developing special-
ized, digital skills. 

For large markets, economic opportunities in its small, neigh-
boring countries may be less significant. In such cases, market 
complementarities are small and the additional entry barriers 
to start operating a business across the border may or may not 
warrant the costs for private companies. Offering soft govern-
ment incentives and lowering entry barriers while increasing 
consumer e-commerce products and services in smaller 
economies could step-by-step create a strong enough case. 
Among the larger markets, such as India and Pakistan, political 
tensions stand in the way of increasing cooperation or deeper 
market integration.

Cooperation between South Asian countries is already taking 
place on different aspects of the digital economy. Regional 
cooperation regularly takes place on a bilateral level or through 
subregional groupings and initiatives. These often involve 
Bangladesh-Bhutan-India-Nepal, Afghanistan-Pakistan-
Central Asia, or India-Maldives-Sri Lanka. They can also 
exceed South Asia and involve neighboring East Asian coun-
tries (such as Myanmar) or central Asian countries. In some 
cases, collaboration is in areas or sectors other than digital 
infrastructure. Such forms of collaboration can be built on and 
strengthened. 
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Toward Broader Inclusion, 
Stronger Institutions, 
and Greater Trust

To tap the full potential of the economy, countries should 
consider adopting a cohesive approach across the pillars. 
Three cross-cutting areas for action emerge as particularly 
relevant for the South Asian region: promoting inclusion, 
stronger institutions, and greater trust. 

P R O M O T I N G  I N C L U S I O N
Any digitalization efforts would need to be made for everyone, 
and especially for the most vulnerable. Efforts and initia-
tives would bridge rather than exacerbate existing digital 
divides. South Asian countries should intentionally design 
their policies and programs in ways that leave no one behind. 
Digitalization needs to be a tool for the innovation and expan-
sion of service delivery, particularly in areas such as social 
protection, health care, education, agriculture, and finan-
cial services. Broadband access and devices could be made 
more affordable, and public and private sector services more 
accessible, especially for women, persons with disabilities, and 
minorities. Countries in the region could also scale up efforts 
to understand the demand for digital skills and strengthen 
their supply while equipping SMEs with the appropriate 
incentives and tools to digitalize. 

S T R E N G T H E N I N G  I N S T I T U T I O N S
Countries in the region could review and rethink the regula-
tions and institutions that could unlock the digital economy. 
To make it easier for businesses to digitalize, innovate, and 
invest, countries could consider reducing the regulatory 
risks facing private and foreign investment in connectiv-
ity or e-commerce. To enable a new services economy, 
rules could be put into place to lower barriers to entry and 
promote innovation and disruption in stagnant markets. 
To achieve this, regulatory institutions would likely need to 

improve capacity, competence, and creativity, and to better 
coordinate government systems and interfaces. Plenary 
bodies, with clear mandates and the necessary authority to 
make and enforce policies, standards, and strategies, would 
be needed to improve the efficiency of digital government 
programs and deliver enhanced and integrated services 
to people and businesses. Digital identification, digital 
payments, and trusted data could be designed coherently 
as digital stacks, whereby open interfaces and standards 
create effective linkages between platforms. Digital stacks 
could provide the necessary rails for the digital economy, by 
enabling and combining presence-less, cashless, paperless, 
and data-empowered transactions in both the public and pri-
vate sectors. The use of regulatory sandboxes to test fintech 
services and innovations could also be considered.

INSTITUTIONS
Empowered, well-resourced and creative institutions, 
with the competence and mandate to develop and 
enforce enabling legal and regulatory frameworks.

INCLUSION
Digitalization as a tool for bridging digital divides 
and expanding service delivery so that no one is 
left behind, particularly in areas such as social 
protection, healthcare, financial services, education 
and agriculture.

TRUST
Safeguards and enablers to promote trust in digital 
services, platforms, and transactions, for a safe, 
secure, and innovative digital economy.

Cross-cutting Themes for Unlocking 
the Digital Economy in South Asia
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B U I L D I N G  T R U S T
As South Asia undergoes a digital transformation, govern-
ments in the region will benefit from building the necessary 
legal frameworks that incorporate both enablers and safe-
guards to promote trust in the digital realm. Enablers give legal 
validity and equivalence for electronic and digital identifica-
tion, authentication, transactions, signatures, and contracts. 
Safeguards protect people, businesses, and governments 
against the risks and misuses of digitalization, such as cyber 
threats and data breaches. In general, South Asian countries 

have put in place stronger enablers than safeguards. The need, 
therefore, is to accelerate efforts to develop data protection 
and cybersecurity frameworks to address this gap, along with 
appropriate oversight and accountability mechanisms. Apart 
from preserving the gains of digitalization, safeguards become 
increasingly important when it comes to digital trade (for 
example, data protection adequacy determinations to enable 
data flows with other regions such as the European Union).

FIGURE 9. Cross-Cutting Themes by Pillar

South Asia's Digital Economy: Cross-Cutting Themes by Pillar
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