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displayed by all participants in the ecosystem. 

A lot has already been accomplished. The establishment of 
a strong payment and settlement framework and associated 
enabling institutions has enabled a conducive environment for 

initiatives. This makes it imperative for us to rethink our 
assumptions and proactively accelerate our efforts in this area.

a fresh perspective on what it will take to catalyse explosive 
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bridge this gap.

extend across their organizational boundaries to increase reach in a 

that more often than not will occur at the intersection of different 

inclusion as an opportunity and commit themselves to making it their 
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electronic payments.

Retail electronic payments in 
India

under various payment and settlement systems is increasing as 

and P2P electronic payments like the National Electronic Funds 

Prepaid Instruments are at their nascent 
stage in India, but have the potential to 
play a vital role in the country’s struggle to 
reduce dependence on cash in its economy. 

India’s hinterland or urban teenagers, who 
are learning to responsibly manage their 

participation in the economy. Market 

Figure 1: Increasing role of electronic payments — Volume
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Figure 2: Distribution of electronic payments - FY13 
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Prepaid Instruments – small 
but growing rapidly

instruments that facilitate purchase of goods and services 
against the value stored on such instruments. Applications of 

Figure 4: PPI market by type of application — FY13 (INR Bn)

Source: EY analysis
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Figure 5: Credit, Debit and Prepaid - FY13 (INR Bn)

Source: RBI and EY analysis
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Source: Bank of Internationsl Settlement - Payment statistics, 2012
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next few years fuelled by several exogenous factors that are 
may positively impact this segment. These factors include 

and regulations.

1. 

Parameter

1 Easy to track and limit all spends as they are 
cases overdraw in the case of facilities provided.

2
operation costs. These will improve as transaction 

economies.

regulatory checks and reporting.

3 Ease of 
enrolment

4 Affordability 

for banks that look at accounts as a means of 

numerous charges.

5 Financial 
viability 

an interest on balances.

Users earn interest on saving bank account 
balances.

Figure 6: Yearly welfare spends by GoI (INR Bn)

Source: Planning commission and EY analysis
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consumers to access these funds. This model is challenging 

operation are also complicated and not easy to explain to the 
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unnecessary costs and overheads to it.

A prepaid account and a linked card or mobile wallet is much 

players in the market have realized the future potential of this 
model and have already operationalized and created platforms 

inclusion models.

Prepaid 

disbursements from cash to electronic transfers 

for disbursement to around 12 million households 

largest cash transfer program in the developing 
world2.

available electronically to bank accounts or the 

checking or savings accounts. These individuals 

general 
purpose 
reloadable 
prepaid 
cards

cards. The proportion of unbanked households 

3.

Kenya

withdraw and transfer funds easily with a mobile 
device.

remittances 
and 
payments

subscribers were transacting at ~1 million agents 
 4.
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Adoption of prepaid instruments as a means to distribute 2. Mobile wallets

has yet to match the poetry of the concept. Mobile wallets are a 

payment operators attempt to convert the same merchant 

operators are trying to outdo the value proposition 

settlements and more attractive discount rates. This 
should help to drive volumes and also make pricing more 
attractive for merchants. 

Figure 7: PPI - DBT segment (INR Bn)

-

464.6 

1,265.0 

2,619.1 

0

500

1,000

1,500

2,000

2,500

3,000

FY13 FY15 FY17 FY20

Source: EY analysis 

A prepaid account 
and a linked card or 
mobile wallet is much 

segments.
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adapting its regulatory stance to enable the growth of this 
segment 

to have an impact on the role played by cash in the economy. 

of new forms of payment that will threaten the dominance 

eventually reduce their revenues from account balances. 

operators to offer advanced product features such as 

drive the growth of mobile prepaid instruments. Near Field 

payments at retails merchants by merely tapping a mobile 

Figure 8: PPI - m-wallet segment (INR Bn)
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Loading a prepaid account via cash or funding it from a bank 
account to transmit money to remote recipients is a simple and 
intuitive use of prepaid instruments. There are several prepaid 

5

cards to speed up its remittance services at around 0.15 million 

market.

collection

for or in addition to current systems. This will eliminate the 

just initial forays into this segment. Hectic activity is expected 

provide the needed impetus to accelerate implementation of 

have foreseen the potential in this segment and are partnering 
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Figure 9: PPI - Remitance segment (INR Bn)

Source: EY analysis 

app for prepaid instruments. 
Loading a prepaid account via 
cash or funding it from a bank 
account to transmit money to 
remote recipients is a simple 
and intuitive use of prepaid 
instruments
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current revenue streams in prepaid instruments include 

for prepaid instruments:

discussed above are expected to help the ecosystem 

described in this report. 

needed to reach sustainable levels. 

maximize revenues. 

with large retail chains to market and sell advanced 

functionalities — very much like similar schemes 

up with large retailers. 

Policy imperatives that 
can give wings to prepaid 
instruments

a conscious effort being made by the regulator to carve a path 

prepaid instruments and the process to be followed to obtain a 

1. 
This may be a reality soon and was articulated by 

any cash withdrawals. These guidelines should be reviewed 
and revised upwards.

2. 
much welcomed step. The regulator should consider 

4. 
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further intensify the regulatory hurdle for mobile money 
operators by increasing costs and operational burdens. 

that everyone in the value chain is motivated to invest in 

Figure 10: PPI market 2020 – INR 8743 Bn

Source: EY analysis
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Conclusion# 

than 12 times the volumes in FY2013. 

the prepaid market in FY20.

system who would do well to take heed of this emerging 
phenomenon.
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Figure 1 describes a conceptual model of the current cash 

their physical wallets. 

The system works because there is only one issuer with 

perceives as their core function — creation and distribution of 

of its reliance on physical paper and metal. Another issue is lack 

and taxation.

Introduction 

in mobile technology have revolutionized almost every facet 

increased access to an ever growing population. Now that 
mobile phones have reached over three billion individual 

democratization is well set to continue. 

phones by 2014 1. This is expected dramatically impact the 

mostly an ancillary offering in the nature of a retention tool 
rather than a core service offering. The service has seen 

populations continue to conduct transactions outside normal 
banking systems. 

never been greater due to recognition of the value of mobile 

several reasons.

Mobile money has the power to 
democratize banking in India by bringing 

mobile money and its adoption has been 

and their unwillingness to change their 

and use mobile phones by 2014
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Figure 2 describes the current mobile money ecosystem in 

tender. This money is then provided by the telcos in mobile 
wallets and can be used to conduct transactions in closed or 

tender. 

growth. Telcos that are issuers in the system do not have the 

are tucked away in the background of this system as they are 

entire scheme falls outside the ambit of the current regulatory 

multiple wallets and a fragmented acceptance ecosystem and 
merchants have to tie up with multiple telcos for settlement.

Cash 
disbursal

Trucks / RBI

Value storage ExchangeIssuance Cash logistics

 Single Issuer with 
monetary 
authority

 This issuer also 
provides 
regulatory 
oversight

RBI issues currency 
notes and coins – 

legal  tender

This is trucked to 
distribution centers  

(Banks) 

Banks distribute cash 
to consumers

Consumers and 
merchants 

exchange cash for 
goods and services

 Participants focus on their core strengths 
– transport operators provide logistics, 
Banks receive and  disburse cash

 Single Wallet

1. High cost of 
physical currency 
and coins

2. Open to pilferage
3. Government 

distribution Is 
challenging

1. No ability to track 
cash

2. Cash has no dispute 
settlement process

 One open 
system in the 
country – 
universal 
acceptance 
drives scale
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Figure 2: The mobile money value chain

Value storage ExchangeDisbursement

Telcos M-wallet

Consumers, 
Merchants, 

Multiple closed 
ecosystems

Telcos 
(Consumers prepay

and Banks are 
used for Escrow)

Settlement

Mechants and
 Telcos

IssuanceValue chain 

Actor

Description
of activity

Logistics

Telcos act as 
issuers

Mobile money is disbursed 
over Telco platforms

Consumers and 
merchants 

exchange mobile 
money for goods 
and services in 
multiple closed 

loops

Merchants settle 
with Telco’s

Value storage in 
multiple m-wallets

 Mobile money transactions can be 
at lower cost than cash at high 
transaction volumes

 Potential to be part of Government 

1. Banks are disintermediated from 
their customersChallenges

1. Multiple issuers 
with low 
experience  in 
money 
management

2. New Regulatory 
structures 
needed

1. Consumers 
grapple with 
multiple wallets

1. Multiple closed 
loops – system 
is unable to 
generate large 
transaction 
volumes and 
hence cannot 
trigger a 
positive cycle of 
adoption and 
acceptance

1. Merchants need 
to settle with 
multiple telcos

Key challenges with mobile 
money today

isolated and provides privacy to those who for good reasons 

levels of mobile money offerings are low and there is an 

merchant discount rates are high and they have to tie up 

settlement processes. 
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The current model of telcos issuing mobile money has led to a 

delivered through scale of service. The creation of multiple 

that simply cannot produce the kind of transaction volume 

since they can only access these services along with other 

systems. 

ordination and alignment between the regulators of these two 

mobile money ecosystem. 

customer experience cumbersome.

disguise unaccounted currency. This cautiousness on the 

feels that there is a need to move cautiously on opening 
up the mobile money business and is taking a calibrated 

business models. 

users of these services are only able to withdraw money only if 
their accounts are linked with the bank. 
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ecosystem

Mobile operators want a solution that provides a sustainable 
answer to major issues hampering the objectives of current 

increased use of mobile money services should bring in a 
new revenue stream from existing customers.

Keeping applicability of incremental regulations at the 

mitigate the risk of being subject to onerous new 
regulations and increasing business costs.

stickiness and increased customer retention.

currently taking on high risks through underwriting and 
regulatory obligations. These are only increased with the 

want to take more risks as the service grows. 

Figure 3: The mobile money stakeholder map and their interests

Consumers

Merchants

Mobile network operators

Increased access to 

Regulator

Banks / MFI’s

Load agents

Mobile money creates a 
new kind of regulatory 

straddles two large but 
distinct areas of regulation 

telecommunications
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Consumers

transaction costs. They are looking for the following: 

services

Assurance on preservation of the value of the mobile 
money they hold 

Platforms and products that are relevant in their context 

varied and often tug them in different directions. The system is 

its current trajectory of incremental progress with adoption of 

in the lives of common people. 

The challenge is whether we can take that vital transformative 
step that will lead to a paradigm shift in the current narrative 
and spur innovation without necessarily disturbing current 
market structures.

notes and coins. They would then be inserted into disparate 

businesses and their relationship with their customers. At the 

interests:

Establishing a presence in the large unbanked customer 
segment and new unbanked areas

Leveraging mobile money solutions to reduce the cost of 
providing banking services to the unbanked

Meeting regulatory and government directives on 

deposits

payment process 

to mobile money in accordance with sound principles of 

mitigation framework

use of mobile money 

to devalue existing investments

inclusion for people 

small number of players

The challenge is whether we can take that vital 
transformative step that will lead to a paradigm shift 
in the current narrative and spur innovation without 
necessarily disturbing current market structures.



Figure 4: Towards the electronic rupee 

Value storage ExchangeDisbursement

Banks and Telcos Mobile wallet

IssuanceValue chain 

Actor

Description
of activity

Logistics

RBI issues electronic 
rupees  – legal  tender

Banks move money over Telco 
platforms

Consumers and 
merchants exchange 
electronic rupees for 

goods services

 Participants focus on their core 
competency

 Electronic rupee transactions can lower 
cost than cash at high transaction  
volumes

 Ability to track electronic currency will 
deter pilfering

 
transfer

 Single Issuer with 
monetary 
authority

 This issuer also 
provides 
regulatory 
oversight

 Single wallet 
ability to track and 
monitor electronic 
currency

 One open system 
in the country – 
universal 
acceptance drives 
scale

Challenges
1. Will need to build 

new issuance 
platform

2. Counterfeiting is a 
key challenge

1. Will need to build new  disbursement and transaction platforms
2. Consumer adoption/concerns for privacy will need to be addressed

RBI
Consumers, 
Merchants, 

Single Ecosystem

23The role of payment systems  |

usage of a common standard would directly address concerns 
relating to interoperability. 

enjoy all the advantages of a digital medium that can be more 
effectively governed and monitored. This electronic currency 

distribute the electronic currency in the same manner as they 
do with traditional currency. 

How this will work
Figure 4 proposes a solution for implementation of the electronic 

issuing electronic rupees as legal tender in addition to cash and 

distributors of rupees. 

Telcos would need to build a platform that facilitates movement 
of this money and ensure that consumers are reassured by the 
fact that they are dealing in legal tender. Merchants do not need 
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As in the case of merchant 

would need to be a strong business case for propagation of 
the electronic rupee and building this case will not be easy. 

into account savings from printing physical currency and the 

 The platform 

need to be able to handle hundreds of billions of transactions 

the responsibility of their central banks. Alternative money 
systems impact their ability to control monetary policies. 

them a means to monitor and mitigate this risk.

volumes

A successful mobile money service needs a large volume of 
transactions to be truly successful. The goal and business 

problem. 

effect of mobile money systems to higher levels and increase 

trust in using this service. The ability to convert electronic 

currency systems. 

What challenges would still 
remain?

An obvious challenge with the launch of 
the electronic rupee would be preventing fraudsters from 

will need to be strengthened in the area of digital currency. The 

of the physical currency they have and this is a much valued 

least reduces this privacy. This realization would be one of the 

The electronic rupee application 
wallet or chip that will store the electronic rupee would need 
to be installed on every mobile phone in the country. This is 

How would the electronic rupee help?

A major hurdle for launching mobile money launches has 
been the ambiguity and uncertainty relating to regulations. 

since it is subject to existing currency regulations that are 

currency would eliminate the need for any incremental 

mobile money offerings. 

on a single network and lead consumers to view the value the 

would be interoperability because of the legal tender status 
of national currency. Vendors and institutions would have to 



Conclusion

population into the existing system. 

transformative step that causes a paradigm shift in the 

brings current issues into focus and offers us the chance to 

minimal disruption to the existing system. 

will have to face serious challenges as we move toward the 

The time to act is now.
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POS landscape in India: 
uneven distribution in  
top 15 locations 

it is committed to expand the reach of electronic payment 

initiative.

terminals per million people. 

Figure 1: POS terminal installations (000’)

Source: EY analysis, RBI
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more than 10 million retail touch points1 in 

momentum, there is an urgent need to 

locations. While technology will play an 

new POS capabilities, there is also a need 
to look at other relevant interventions 
around the world. 
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in the country — 1.1 million of the more than 10 million 

There has also been an increased thrust 

acceptance infrastructure in these 
locations.

The information mentioned above clearly 

increase usage and drive transactions at 
these locations. 

enhance acceptance infrastructure in 

is a need to focus on a strong policy 

infrastructure. 

Figure 2: No. of POS terminals/millions of population 
across BRIC countries, year 2012 

Source: Bank of International Settlements (BIS)
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Figure 3: POS terminal penetration across major 15 cities, year 2012

Source: EY research and analysis 
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and building strong POS 

impact on enhancement of the acceptance framework. EY has 

1. 

due to private banks withdrawing them because of the 

issuance of debit cards in the country is expected to grow 

The number of credit cards is also expected to increase in 

issuing new credit cards and driving their usage. This will 
necessitate banks to aggressively undertake deployment 

Figure 4: Building a strong Point of Sale (POS) infrastructure in India

Source: EY analysis

Growth and 
usage of 

cards

Consumer 
awareness 
and literacy

Newer 
technology 

and 
solutions

Relaxation in 
regulations 

Evolving 
merchant 

needs

Factors that 
will drive POS 

growth

5 1

2

3

4

terminals are installed in the top 15 cities contributing 

1.1 million of the more than 10 million retail touch points 
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4. 

use and effective acceptance methods that will suit their 
operating environments. 

Technology will 

investments. 

2. 

of various types of electronic payment instruments and 

it has now become essential for the public to have 

payment instruments due to multiple awareness initiatives 
implemented by banks and the regulator. This is also 

has undertaken various initiatives to promote usage of 
electronic payment instruments that are focused on 

This is expected to reduce risk of fraud and shift liability to 

to accept Aadhaar enabled debit cards that are likely be 
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MPOS �
dongles and client applications that run on 

�

�

�

�

�

�

conduct transactions.

�

�

�
expected to drive interoperability further by using 
this channel.

NFC at POS �

technology that enables exchange of data 

of around 10 cm. 

�
worldwide.

�

�

the future.

�
as metros and closed loop prepaid instruments.

�

infrastructure.

Green 
Channel 

�
to enable customers to conduct banking 
transactions using their debit cards.

�

convenience. 

�
waiting time at bank branches are expected to drive 

�
encourage banks to use it extensively.

POS
�
to conduct transactions using their 

proof.

�

�
transaction environment for the consumer.

as compared to other 
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following initiatives are undertaken:

infrastructure should lead to an increase in deployment and 

POS penetration 

1
proposition 

 Merchants 

2
holders using plastic money

 

3
enhancing security of transactions 

 

4
incentivize businesses

 

5  

6

installations

 All stakeholders

7  

 
 

Low impact Moderate impact High impact Very high impact
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to installation and maintenance of infrastructure such as 

an enhanced customer experience while maintaining their 

and dispatch of welcome kits.

 Limited geographical reach of 
banks, especially in rural areas

 High cost of acquisition
 High capital expenses of setting up 

issuance infrastructure in-house

 High costs of setting up ATMs and 
POS terminals

 
individual merchants

 
effort in payments processing

 Lack of customer-level information 
on account of transactions through 
different channels

 Absence of in-house mechanisms 
to promote customer loyalty

Ch
al

le
ng

es

acquisition

Customer Customer 

Figure 1: Challenges associated with the customer-management value chains of banks 

Source: EY analysis

activation and 
engagement

Customer 
retention

As they attempt to increase their reach 
and penetrate new customer segments in 

payment ecosystems that work across 
organizational boundaries to deliver 
innovative payment services. Fueled by the 

penetration, we see several emerging 

in these areas. However, as banks learn 

agreements while monitoring associated 
costs and risks.

tier cities and rural areas. The prohibitive cost of setting up 

average monthly salary of a sales executive in any bank being 

the primary reasons for banks not being able to reach out to 
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enormous amount on sales people and processes to tie up with 

systems and processes that are often not robust enough to 
handle large volumes.

deal with large volumes of data in terms of customer usage and 
contact details manually while running campaigns. This leads 

to ineffective management of campaigns in addition to loss of 

and risk management tools on account of the perception that 

dealing with escalating costs and uncertainty of returns. For 

having to tie up with each of them.
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1 Business correspondents
2 Shared POS service providers

1 White label ATM operators
2 Mobile payments
3 Internet payment gateways
4 Payment processing systems and 

payment hubs

1 Loyalty programme managers

acquisition

Customer Customer activation and 
engagement

Customer 
retention

Figure 2a: Evolving areas for shared solutions in the payment value chain
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Source: EY analysis

shaping the shared services 
space

1. 

other specialized entities have covered the last mile 

rural areas and the competition among banks for a share 

of transactions over the next two to three years.

given the recent proliferation of 

2. 

service operators now also help banks source merchants 
and connect to card schemes for routing transactions. 

routing transactions. Another recent phenomenon is a joint 

whereby the entire business is hived off to the latter with 

merchant terminals.
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1 Business correspondents
2 Shared POS service providers

1 White label ATM operators
2 Mobile payments
3 Internet payment gateways
4 Payment processing systems and 

payment hubs

1 Loyalty programme managers

acquisition

Customer 
Customer activation and 

engagement
Customer 
retention

Figure 2b: Evolving areas for shared solutions in the payment value chain
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Source: EY analysis

is expected with major payments operators trying to enter 

existing players in it.

 

online aggregators to enter this space with its acceptance 
of payments through Airtel Money. EY estimates an 

6. These operators perform functions 
such as providing support on issuance of payment 

across the entire range of form factors in the payment 

parts of the payment process to independent operators. 

systems and processes on one platform and thereby 

to enter the payments market in a big way with each EPH 
solution having the potential to generate revenues of 

 

and maintenance of ATMs to independent operators has 

regulator have opened up new avenues of opportunity for 

has already commenced operations. EY estimates that 

4. 
gateways are the starting point for online payments and 
process online transactions in a secure and convenient 
manner. The market is primarily driven by independent 
operators in addition to the internet payment gateways 
of banks. The number of online purchasers has been 
witnessing a rapid growth trajectory and is expected 

years due to major players now offering their services free 



1 Business correspondents
2 Shared POS service providers

1 White label ATM operators
2 Mobile payments
3 Internet payment gateways
4 Payment processing systems and 

payment hubs

1 Loyalty programme managers

acquisition

Customer 
Customer activation and 
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Customer 
retention

Figure 2c: Evolving areas for shared solutions in the payment value chain
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7. 

challenge of changing the foundation of rewards programs 
that were previously funded by interchange income 

to improve bank loyalty and drive the desired debit and 

large mobile shopping phenomenon in the hope that they 

and loyalty in banking will to a large extent depend 

to analyse their huge transaction data and to connect with 

value and personalized. The social networking data adds an 
interesting new twist to the personalization capabilities that 

data that banks already have today. The concept of loyalty 

banks have a huge opportunity to facilitate these interactions 
by taking help of the specialist loyalty partners.

39The role of payment systems  |

rewards and loyalty in banking 
will to a large extent depend 

communication as well 
as mobile marketing and 
payments.



40 The role of payment systems

services
The outlook for the shared services market across different 

seriously to ensure increased ease of making card payments 
across geographies.

the customer experience will be a key challenge as they work 
across organizational boundaries. They will also need to 
strengthen and manage their information privacy processes 

partnerships. 

Along with helping banks cover the last mile to customers 

operators to share their vision of a secure transaction 

Figure3: The shared services ecosystem — value for every player

Source: EY analysis
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imperative for banks to conduct suitable due diligence before 
partnering with shared service operators.

in the next couple of years due to the number of small players 
entering the shared services space. There are already some 

merchants — a trend other players need to adopt to survive 

of the transaction environment. 
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in its efforts to migrate from traditional payment methods 

focus on moving away from paper based payment methods 

led banking transformation and the growth of remote 

connectivity has been a powerful factor that have positively 

years.

of consolidation. More than 19.15 million cards were in 

transactions taking place each month on an average 1.

population lives.

payments in India
The proactive role played by the 

organizations2

technology being upgraded in banks and implementation 
of frameworks to protect the interests of consumers 

and technology and business models while protecting 

reduced costs and helped organizations overcome 
stubborn structural and technological bottlenecks. For 

acceptance and restricted reach.

Changing consumer behavior, the payment methods, which will throw up 

businesses across products, customers, 
and technology and risk management as 
they seek to capitalize on this opportunity.
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Figure 1: Growth drivers that have led to transformation of payments landscape in India

Source: EY analysis

 Mobile has become ubiquitous with 84% of 
Indians having at least one mobile service 
subscription. 
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India is at interesting point in its payments journey  wherein  the seeds that had been sowed for the creation of a electronic payment 
architecture & ecosystem have borne early fruits. Future growth will depend on innovation in products, business models, consumer 

interfaces, security and infrastructure under the umbrella of enabling regulations

Growth drivers  
Indian payments 
transformation
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in expenditure on personal consumption for the last 

technology to interact and transact with the world. The 

consumers making payment by cards in the last few years. 

payment. 

 The reach of the 
internet has expanded due to the rapidly falling costs of 
devices and connectivity. The explosion of smartphones 

being shaped by their experiences outside the banking 

are richer and deliver a more engaging and rewarding 
experience for them. The growth of mobiles has made 
a major impact on banks and has transformed their 
traditional interaction models in all their consumer 
segments.

The innovation juggernaut 

propositions and implementation of modern technology 
solutions. The acceptance side has seen new players 

cards and prepaid technologies. 

ecosystem.

Pathways to achieve 

value 

3

organizations. 

This paper highlights four main strategic areas of focus for 

These focus areas can be construed as burning imperatives 

related activities.

US

World’s population

6%
35%

17.5%
3-5%

Non-cash payments

India
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segments are expected to continue to grow at supernormal 

rather than using the bank account route. Transit and toll 

 
Creation of an effective product 
strategy 

Having an effective product strategy that fully captures 

essential part of managing payments. A detailed understanding 
of value that may be captured will be a key determinant of 

select and execute a strategy to capture these in a systematic 

among issuing banks. 

Figure 2: Pathways to payments excellence

Source: EY analysis
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Three areas of priority emerge for banks in  
this space:

 in light 

should become a key action point for banks to focus on. 
Uncertainty about generating revenues in new businesses and 
compression of margins in existing payment businesses has 

competition and shifting consumer behavior all affect 

capitalizes on the available market opportunity in terms 

segments.

objective of achieving high fee incomes and increased 

consumer base to promote stickiness of usage and improve 

value chain.

should be 

customers. 

In this area banks need to:

products with broadened treasury service lines of business.

professionals and card program managers to better align 

a combination of products to meet the needs of large 

corporate organization with large overseas operations 

innovative smartphone adaptor that reads and accepts 
payment cards.

collaborating with a technology innovator to offer the 

options.

select and execute a strategy to capture them will 
prove to be a key differentiator among banks.
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Adoption of lifecycle management 

The traditional focus of banks on payments cards has been on 

stages of the lifecycle being neglected. The approach of banks 
to customer lifecycle management has largely been dominated 

portfolio management has resulted in several negatives such as 

card issuers in the country were either dormant or Never Used 

increasingly important to identify important stages in the 
customer lifecycle to unlock growth potential and capture 
opportunities. 

Two areas of priority emerge for banks in this space:

from those of 
your competitors. After the clampdown on interchange of debit 

aim to shift the burden of huge program costs from banks to 

seamlessly integrates their banking needs with their digital 
lives. This group of around 66 million4

interact with customers and manage their payment systems. 

all points of the payment continuum —from choosing a 

media payment apps

can help a bank analyze how people are engaging with its 

sharing it.
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loyalty strategies: 

merchant partnerships to fund the cost of rewards 

maintain a healthy balance between points earned and 

account of unredeemed points can be tackled with focused 
campaigns such as expiry of points.

to keep the customer excited about the card program and 

new doors to customize retail promotions. Another area of 
opportunity for banks includes alliances with online dal sites. 

by offering a personalized and relevant experience to each 

personalized and relevant experience for consumers. 

make relevant offers to their customers.

behavior in order to send them relevant deal offers.

The approach of banks to customer lifecycle management 

has resulted in several negatives such as large dormant 
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 in payments 

with intermediaries. 

to improve the visibility of 
payment processes by reducing the time and cost of detecting 

 
Use technology and operational 

banks will leverage technology to establish payment 
partnerships that work across organizational boundaries 

reducing their costs and time to market. 

Three areas of priority emerge for banks in this 
space

incumbent upon banks to identify their risk exposure to 

They can take several approaches to outsource these functions 
to shared service providers detailed below: 

management.

and outsourcing services to make costs variable while 

reduced cost. 
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types and payment channels. This approach helps to overcome 

Establish an architectural vision and roadmap for the 

with stakeholders. 

Establish governance with authority not just over the EPH 

bank to make sure that all projects go through prioritization 

ensure clarity of roles. 

 
Strengthen risk and compliance in 
payments

tracking of payment processing by customers. To achieve the 
twin imperatives of regulatory compliance and operational 

critical for any modern and competitive operation. 

banks:

for all issued debit and credit cards 

will also help banks to reduce their operating costs and result 

transactions. 

major bottom line impact:

� �
�

�

infrastructure costs.



52 The role of payment systems

circulation now and what will be needed in the future. This 

radical change or a new structure is needed.

mobile card acceptance solutions has had an effect on the 

smartphones to payment terminals have effectively entered the 

acceptors. Aggregators that support these solutions typically 

up from outside the circle of experienced payment industry 

Enhanced security also enables card payments in many 
� �

transactions translates to additional revenue.

� �

engage with organizations with a proven track record to 
cover the entire migration process.

strategies. 

 

Monitoring of 
business activity
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the complexity merchants can encounter when signing with 

to be assessed and tuned to analyze these new types of card 
acceptance behaviors. 

that take into account important parameters. These could 

risk management practices. The payment value chain is being 

challenges. 

fully understand the mobile security tools available and the 

Conclusion 

more innovative across the retail payment value chain — 

product development to retention. The reality is 

needs with regard to all types of payments. The market 

presents a clear opportunity for banks and other 

the growth of new payment modes. 
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be lost on account of leakages and corruption1. 

taken several initiatives in the past decade to promote an 
electronic payment system.

A strong  was 
created by launching initiatives such as the establishment 

2007 and laying out the future roadmap in the form of an 

down to create a modern and easily accessible modern 

The 

systems throughout the country. 

enabling authentication of the identity of every citizen. 

inclusion.

Mobile Linked No Frills Accounts

 

The  has received a 

permitted to work with banks as extensions of their branch 
counters. 

easier and cheaper access for banked customers across 

infrastructure.

Prepaid 
Instruments

schemes.

The  scheme was 

accounts of eligible citizens. 

 collection projects 

electronic transit payment systems slowly becoming the 

leverages online and mobile channels to cut 
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with stakeholders on several transformative initiatives such 

The use of mobiles for 

have launched mobile wallets and also entered partnerships 

with some restrictions on cash withdrawal initially.  
 

growth 

aim to create a modern and widespread payment system. 

economy. 

as a hub for all electronic retail payment systems in the 

by launching several promising and innovative payment 

has the potential to solve many operational challenges 

technology instruments.

spent towards social 
welfare schemes

lost to leakages and 
corruption

have the potential to integrate 
the payment systems of various 

technology instruments.



Figure 1: Foundation pillars for next wave of growth in payments in India

Source: EY analysis
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payment schemes could be the 
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F
on numerous occasions stressed on the need for 

is achieved in the banking industry along with innovations 

in expanding the reach of banking and create easy access 

are being made in this regard.

2

devices that will be linked to banks across the country via 

This micropayment platform is just one step away from 

technological providers. 

to credit subsidies directly into the bank accounts of 

management platform that can be used for any kind of 

receive their subsidies on time.

Common Service Centre Scheme and NeGP: 

3. 

3 National e-Governance plan website
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The battle against cash is an important one in the larger war 

one payment point for around every 1200 citizens4. Add the 

situation seems even worse.

user interfaces for customers to adopt and an ecosystem of 

payment infrastructure on par with other emerging economies 

regard:

by using prepaid payment instruments include: 

with the only restrictions being on cash withdrawal and 
forex transactions.

the progress of digital payment products.

2. Expanding network of cashless points

Automating government payments and directing these into 

to access this. The regulator has responded by reasonably 

with extensive distribution networks to partner with banks. 

include the following: 

mitigate risks in this area. 

operating model and pricing of services. The Ministry 

stakeholders need to come together to resolve this issue. 

and thereby enabling it to be a viable alternative to the 

bank branches

business correspondents

ATMs
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can be phased out.

payments can be put in place.

consumers.

The capabilities of existing clearing and settlement 
infrastructure can be improved.

increase acceptance of electronic payment.

this regard: 

Electronic payments can be enabled by providing incentives 
and implementing supportive regulation by providing tax 
breaks to merchants on transactions paid for through 
certain payments instruments including cards and mobile 
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4. Promoting awareness and education

that is designed to provide information about electronic 

A large and sustained campaign need to be undertaken 
throughout the country by all the stakeholders — the 

Maximizing outreach of literacy campaigns using mass 
media vehicles and vernacular messaging. 

5. Promoting reasonable fees while ensuring 
freedom for market players

has stressed that they do not want to infringe on the pricing 

in the area of capping debit card interchange fees or acceptable 
revenue streams for 
market perceives that steps such as the above lead to lack of 

discourage them from expanding their payment infrastructure 

apprehensions: 

of the business models of payment service providers. 

operators to charge consumers for provision of ATM 
services.

pricing in certain merchant categories such as in hotels 

interchange in other merchant categories such as school 
fees and utility payments
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