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The e-Rupi could takeus along
way towards financial inclusion

This pavment-voucher systents features make it ideal for programmes ainmed at Indians on the other side of our digital divide
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ndia has emerged as a leader in digital pay-
| ments, with a manifold increase in snch irans-
actions i recent tmes. Thensare ool mang
eonirices that allow digital transactions worth
s low as one rupiee. The Universal Paviments
Ivterface (LPD, which was laumsched in 2006 10
alloww payments round the clocl 365 daysa vear,
hasbeen very successful. Recently, the UAE
became the third country after Bhutan and Singa-
pore o acecept UPT paymentsoutside India, which
i% s trclication of e ease and efficiency of this
systiem, There is some euphoriaround private
consortinm-led pavment mechanisms under the
central bank’s New Umbrella Entities plan aswell.

Deespite avibrant digital payment network,
financial inelusion faces some bottenecks in India
At the eore ol this probilem lies the countrys tural-
itk divide, both interms ol technalogy and
access 1o banking Infrastructure. The share of tele-
phone subseribers resident in ol areas has
Imereased over time, with the figure placed at
188% in December 2020, However, o large gap
still exists in terms ofintemet sceess, As perthe
latesst data available from the Telecom Regulatory
Anthority of Inclin, there are 346 rorul intermet
sulsscribers per OO peaple o the country, as
ovpuperseed tis O dm el areas (as on end December
20200, Interned penetration also varies widely
across states. Intemot subseribers per 100 persons
ranges from 210 in Delhi and 87.6 in Pungab o 40,8
in Uttar Pradesh and 3.9 in Bihar.

Further, of the conmtey’s total ank branches,
A5.5%are located inrural areas, 27 5% nseiml
trlwan, FLE% D urban and F9U7% Inmetropolitan
zomes, as o end-June 202(. There ave around 190
muillion unbanked citizens in our country, residing
mostly immiral parts. However, it is noteworthy
it our central baok and government lave heen
ki memsarres o expand bank infmstroctore
inunbanked areas and open bankaccounts lee
peaple under the Jan Dhan Yojana, This s aimed at
imcreasing evervone's access to financial services,
which has alresdy improved substantially,

As the existing digiiol payment methods reguine
a ks secount and internet/smart plione, until
st g ave Nlled, complete Tnancial inclasion
will remaina dievelospimental challenge. Most
dheveloping countries Fee similar challenges, and
some of them have successiully tackled these
through the innovative use of technology, One
such example is M-Fesa bn Kenya, where "M stands
for mobile and 'Pesa” for money. M-Pesa was introo-
thuced in Kenva asan initiative for financial inclu-
shom gesred teowiands s unbanked or under-
Iambked pognilation, This isa virual banking
system that provides services through a STM cand
with no requirement of internet access and bank
accounts. It strted as a means o buy airtime and
make micro-loan repayvments asing the network of
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Safaricom alrtime reseliers. M-Pesa lnter expandied
tomany other countles, and over time, it became a
Lk player dn the market for rransferving or with-
drawing money, saving or horrowing money,
muaking merchant payments and paying bills.
Tramsactions word b hall of Kenya's gross domestic
prodliset wre carried out over M-Pesa, as reported
Loy 1% ceniral banle, and this plaform claims over
49 million customers across Africa.

It is hiere that the cashiless and contactless digital
payment solution called e- Rupd, lnunclved recently
by the wovermment, o prove b bea gne
chamger, Similarto what M-Pesadid in Kenya,

- Hupi has the potential o redraw the contowrs off
Mnancial inchusbon in Dodia. 1 s s solotion ot
twin problem oulined eidier.

The e-Ttupl system allows transfers of purpose-
specific prepald vouchersthat need no debit card,
credit card, mobile bank application, internet con-
mection, ete_ o be gsed, As envisiged, all that a per-
s would need is o mobile number. Ane-Kupi
voueherwill be sent to the user as an SMS (dornon
smartphone users) or QR Code (lor smarthone
users), Thiswill enable particular digital paymenis,
tiot Juist froan phiones o digital reciplents, but alse
fromm dligital senders o offlime payess,

For mow, ¢-Rupd has been announced just for
specific purposes, but it conld be scaled up mas-
sively. This contactless payment system is
expected to be vasy, safe and secure, asit promises
tokeep the details of beneficiaries completely con-
Aebentinl. The entine process is both reliabile and
fast, asthese vouchersare preloaded with money

Currendy, there are 11 hanks participating n the
programme, but like M-Pesa, this modest begin-
ning could be developed further to serve various
other ends as well, The decision of Mswipe o
inechude e-Bupi asa mode of payment, forexample,
i at step towards boiliting a financial ecosystem
Based o it The e-Ragi can provie o be seful for
corperntions and governments as well. Businesses
can e it o provide Beoefs i their emploveces by
distributing such prepald vouchers; they could
track thelr redemption as well. This new transfer
systerm could be put towidespread usein pulblic-
service delivery, s itallows formomey tobe speni
only for lntended purposes and eaches the cormect
Beneficiary. With the government's locuson dinect
Benedin transfers forassorted wellare progranimes,
the e Rup can prove pivotal in terms of preventing
leakages and providing List-mile connectivity for
routine state provisions and other forms of support




