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theprogressthatIndiahasmadein

building a digital infrastructure, I
am in awe. The US tech industry fancies
itself as the global leader in innovation,
yet India hasleaptfar ahead of it. Silicon
Valley’s tech investors hype complex
technologies, such as Bitcoin and
blockchain. But India, with simple and
practical innovations and massive grunt
work, has built a digital infrastructure
that will soon process billion more trans-
actionsthanthesedo.

India is about to skip two generations
of financialtechnologiesand build some-
thing as monumental as China’s Great
Walland America’s interstate highways.

Though few people in the West know
of Aadhaar, it has been the largest and
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most successful IT project in the world.
Therewaswidespreadscepticismthata
billion people could be provided with a
verifiable digital identity, yet it has oc-
curred, in a short span of six years.
Hundreds of millions of people who
were doomed to live in the shadows of
the informal economy can now partici-
pate as equals in the global economy.
Thanks to Jan-Dhan Yojana, they also
have bank accounts; which already
have 69,000 crore in deposits.

Thereasoninvestorsarepouringbil-
lions of dollars into technologies, such
as Bitcoin, is that they provide a secure
way of linking a person to and record-
ing a transaction. But Bitcoin requires
massive, wasteful, computing re-
sources to do what is called mining:
transactions’ mathematical verifica-
tion. And, this complex computing in-
frastructure needs constant improve-
mentasithitstransactionlimits.

The simple design of India’s digital
payments infrastructure, Unified Pay-
ment Interface (UPI), allows banks to
transfer money directly to each other
based on an Aadhaar number or mobile-

phone number plus pin. Yes, thisdoesn’t
have the anonymity of Bitcoin, but I
wouldarguethatanonymityismainly for
money laundering and tax evasion—
whichneedstobeeliminated. Thereisal-
most no overhead in UPI, and transac-
tions happen within secondsrather than
the 10 minutesthatBitcoin takes.

In the US, we pay an indirect tax of
2-3% onconsumertransactionsbecause
of the use of credit cards. Companies
suchas Visa, Mastercard, and American
Expressdon’teven man-

identity that Aadhaar’s know your cus-
tomer technology, e-KYC, provides, gives
India a bigadvantage. Most people in the
US have drivers licenses and social secu-
ritynumbers. Butthesearenot verifiable
with biometrics or mobile numbers, so
complex verification technologies need
to bebuiltinto everyfinancial system. In-
dian entrepreneurs building applica-

tionsdon’tneed to worry aboutall this.
Going beyond money, India Stack
provides adigital locker through which
one can store and share

e banking somvices,  PMhastakena  FEECeGaasuetel
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banks. The merchant
hastheresponsibility of
verifying the identity of
acustomer. With UPI, In-
dia doesn’t need credit
cards or middlemen, it
canbuild thenextgener-
ation of finance on its
OwWn.

The instant and non-
repudiable proof of

was a bold move and
one that will produce
tremendous long-term
benefit—because it
will accelerate
the push to
digital currency

the government is pro-
viding a public service
that isthedigital equiva-
lent of roads and elec-
tricity. I don’t know of
any other country that
has anything compara-
ble; India will soon have
the digital equivalent of
super-highways.

There are all sorts of
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America can learn from India’s digital drive

Aadhaar has enabled India to leapfrog generations of financial technology

benefits. For example, the opening of a
mobile-phone account is a lengthy
processeverywhere,because telecomcar-
riers must verify the user’s identity and
credit history. With India Stack, all it re-
quires is athumbprint or retina scan and
permissiontosharedigitaldocuments. A
typical villager, at present, hasno chance
of getting a small-business loan, because
he or she doesnot have a credit history or
verifiable credentials. With India Stack,
he or she can share digital copies of bank
statementsand utility-bill payments, and
life-insurance policies and loans can re-
ceive instantaneousapproval.

Nandan Nilekani is right when he
says that these advances “represent
the biggest advance globally in public
digital infrastructure since the Inter-
netand GPS”.Inanemail tome, he pre-
dicted thatthey will “lead to aleapfrog-
ging on many fronts, including a
digital financial platform for a billion
people which does not require cards,
PoS machines or ATMs, but will be en-
tirely driven by what is in your hand—
your finger and your phone”.

Primeminister Modihas takenalot of

fire for demonetisation. This is under-
standable, given the hardships and the
disruptiontotheeconomy thatitcreated.
But it was a bold move and one that will
producetremendouslong-termbenefit—
becauseit will accelerate the push todigi-
tal currency. India has the opportunity to
enteranageof transparencyandbeatthe
forefront of digital technologies.

Nobel Prize-winning economist
Joseph Stiglitz said in Davos thatthe US
shouldfollow Modi’slead in phasing-out
currency and moving toward a digital
economy, because it would have “bene-
fits that outweigh the cost”. Speaking of
the inequity and corruption that is be-
cominganissue intheUSandall overthe
world, he said “I believe very strongly
that countries like the United States
could and should move to a digital cur-
rency so that you would have the ability
totrace this kind of corruption”.

Yes, India is ahead and America can
learn from it.
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