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Seminal year for move _
towards cashless payments

BY VIVINA VISHWANATHAN
vivina.v@livemint.com

fter demonetization, digi-
A tal payments and elec-

tronic transactions have
got the much-needed government
push. The banking industry has
beenworking onitfor the past 2-3
years, The Naticnal Payments
- Corporation of India has worked
towards using technology toena-
ble online transactions. Nandan
Nilekani, former chairman of the
Unique Identification Authority of
India (UIDAD, and co-founder of
Infosys, spoke to Mint on what to
expected in thenext 12 monthsiit
the payments and electronic
transactions, data connectivity
and cyber security landscapes in
the country.

The government and the
overall payments industry
havebeen looking at digital
payments. What do you
expect in the next 12
months?

This year, we should be closing
at 8-9 billion digital transactions.
The goal for next year, as the
finance minister said in his Budget
speech, is 25 billion transactions. If
you haveto gofrom 9hillionto 25
hillion fransactions, you require
many things. Qbviously, the gov-
ernment should encourage the
usk of digital and cashless pay-
ments. Similarly, it should make
cashless payments to people—
which is what Direct Benefit
Transfer (DBT) does. DBT directly
credits money into someone’s
bank account. Today, we have 400

milliorn Aadhaar-linked bank-

accounts. Both government-to-
person and person-to-govern-
ment should become cashless, But
equally important, we should
make person-to-person and per-
son-to-merchant cashless. That is
why Unified Payments Interface
(UP]) is so important. One of the
positive impacts of the cashless
strategy is that UPI works on any
phone, Earlier, UPI
worked only on
smartphones. Now
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accept UPI and Bharat Interface
for Money (BHIM) payments. I see
that happening with the new pay-
ment banks and lot of non-bank
operators coming in. There willbe
pure-play merchant acquisition

" networks, which wiil ride on top of

UPL, BHIM and so on.

This model is fundamentally
different from the debit.card
model, where abank hasto go to
themerchant, anditisalongproc-
ess—the merchant has to open a
current account, pass some credit
risk requirements and there is a
fee also of 1%, With UPL 1 expect it
to be far cheaper and any mer-

chant can self-sign-up in some .

sense, But thewhole nature of the
sign-up and transaction costs in
the UPI world will be fundamen-
taily different from a debit card
world. ‘

It is a perfect positive storm.
One, there are new
entities in the
game—theyarethe

that it has been
extended on Unstructured Sup-
plementary Service Data (USSD),
anyone of the 600 million phone
usersinIndiacandoaUPltransac-
tion as soon as she Iinks her bank
account.

The next big thing that will hap-
peninthe next fewmonthsisthat
more and more merchants will
accept UPL Iseemerchant accept-
ance Lecoming abig driver. With
Aadhaar Pay coming in, even
thosewhodon’thavea phone can
pay with Aadhaar number.

There are other big systems
coming up. Bharat Bill Payment

System will digitize bills and Fast _

Tag electronic toll system will dig-
itize toll collection. I see this year
as a seminal year in the move
towards cashless and digital pay-
ments,
L4
How will the government
solvelast mileissues,suchas
concerns about awareness?
We will need more market par-
ticipants to enrcl merchants to
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challengers who
are challenging the incumbents,
Large entities like Paytm, Airtel,
Reliance and Vodafone, and lot of
small banks are coming on the
competition side. On the technol-
ogy side, you have the rise of UPI,
BHIM and Aadhaar Pay. Equally
important isthe bigchange in the

. political front, which isthat digital
 strategy for digital orcashless pay-

ments has become the front and
centre of the government’s strat-
egy and demonetization. You have
political energy behind this, you
have market energy behind this
and you have technology in place.
Consumers, I think, will embrace
it if they find it convenient, safe
and cheap.

To use electronic payments,
one needs bandwidth, and
data connectivity is still low.
What is the government,
and the otherstakeholders,
doing about this?
Onthemobility side, people like
Jio have come in and shaken up

the whole data business and they
have ramped up 100 million cus-
tomers in 6 months, Clearly, the
incumbents have responded by
offering attractive deals, This is
going to drive the mobileside. The
government itseif'is accelerating
the Bharat Broadband Network
and NOFN (National Optical Fibre
Network). So that should helpon
therural side. Recently, the Tele-
oot Regulatory Authority of India

-{Traf) announced how itis going to

create a public Wi-Fi interopera-
ble approach—small entrepre-
neurs cant set it upand make it easy
to operate. Solthink multiple ini-
tiatives—mobile operators provid-
ing data, the government pushing
fibre as well as Trai proposing

Wi-Fi and internet on the cable . :
| pointisthat itisafar more secure

network—wilt help.

One thing we should realize is
that the data requirements for
financial transactions is very low.

I don't know why we are worried

about broadband. You need
broadband to watch Netflix. Digi-
tal financial transactions need a
fewbytes. What you need isrelia-
ble connectivity.
When it comes to digital
transactions, security is a
big concern. Recently, there
were reports of data security
breachin Aadhaar. How dif-
ficult it is to handle cyber
security?

Data
fnancial [
transactions is|
you need s

I
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Thewholeissue of Aadhaarisa
mis-information campaign, What .
happened was some business cor-
respondents stored biometricand
playedit, whichisillegal under the
Aadhaar Act. [twas notabreach of
the Aadhaar system; it was not a
hack; it was notdata theft. It isjust
a biometric replay done illegally
by somebody. That person has
been caught thanks to the
advanced analytics at the Aadhaar

system and I am sure that due

- action will be taken. It is a very
- secure system—far more secure

than debit cards. If you lock at
what happened on debit cards,
that thing (the security breach)
was goingon formonthsbefore it
was caught. Here it was caught
within a matter of 24 hours. The

system. In 7 yearsnobody has said
that mybiometric hasbeéenstolen.
So I don’t know why people are
making such a fuss about it.

In fact, for the past one-and-a-
half years, UIDAT has been work-
ingon something called registered
devices, sothat everydevicehasa
unique signature. lam convinced
that it is far more secure than any
other system, It is important that
we go to new platforms such as
UPIand so on, which are farmore
secure. They do device-level
encryption, they use the latest
standards of encryption and every
packet on the networkis digitally
signed. Lot of the latest thinking
on security has gone into the
design of both Aadhaar and UPL. ..

How will India Stack help
adoption of digital payment
and for financial services?
Aadhaar authenticationisbeing

used in so many places, including
Aadhaar Pay. I can do Aadhaar
authentication to remove money
from a micro ATM. I can do Aad-
haar authentication to do a cash-
less transaction at a merchant.
That is one part of India Stack.
Second, eKYC is very popular.
In fact, the Jio story of enrolling1

million customers a day was ena-
bled because they could doeKYC
in2-3 minutes, Similarly, the new
payments banks—Airtel Payments
Bank and Paytm are all using
eKYC. Thisisfundamental for cus-
tomer onboarding, It reduces time
and cost. That has a fundamental
and strategic impact on the mar-
ket. With eSign—which is digital
signature—I can now sign a large
number of documents and send
them. For example, if  make an
online application for aioan, Ican
sign the loan agreement using my
Aadhaar and send it to the bank—
that makes the loan application~

1 g{qv-‘:,;paperless;l_‘_heUPI'enablesittobe

cashless.

Thenthe digital locker system,
which is now getting widely rolled
out, enables storage of all my
financial records. And of course,
electronic consent architecture
allows metoshare my data to geta
loan or a better premitim.

The point is that this paperless;
cashless, presence-less infrastruc-
ture which isunique in the world
is fundamental to the rapid adop-
tion in financial services because it
reduces cost, time and improves
accessibility. Whilewe areseeing
it in banking, it is just a matter of
timebefore the same thing applies
to mutual funds, insurance poli-
cies, pensionand so on. If you look
at all the financial services, they
will all use India Stack, and to
make sure a billion people have
cheaper, better, faster access to
fimancial services.

Clearly there are benefits of

using electronic platforms.

Butwhatarethe challenges

and pitfalls?

We have tomake it convenient
with one click. Cash is so conve-
nient—I can just remove cash from
my pocket, give it tothe merchant
and walk away. You have tomake
it as convenient as that. You have
to make it as cheap as possible.
WhenIgiveaRsl00 note toamer-
chant, he knowsiit is worth Rs100.
ButifImakeaRslQ0paymenttoa
merchant, and if he hastogive Rel

’| tosomeone to processit, he would

rather take cash. You have tomake

- it cheap and, of course, secure,

That isone of the impedimentsin
rapid adoption, apart from; of
course, the evangelization of the
whole thing. But equally impor-
tant is showing people the bene-
fits; showing them that data is
secure and private; and showing
people that having a digital foot-
print enablesthern touse the data
to get a benefit. Nobody has
understood this fundamental ben-
efit. In Western countries, the data
is accumulated by a few compa-
nies who make money by selling
youads. InIndia, every individual
has access to his own data for his
own future.

Empowering a billion people
with their own data—thisisafun-
damental inversion of how datais
used. None of them have under-
stood this. Iflam amerchant and [
start taking digital payments, I can
share my digital payment history
withalenderandhe cangive mea
[oan, a small business loan. Data
becomes valuable as a way for me
togetacheaperloan,



