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Building the Best
Electronic Payments
System for India
In order for Government of India to meet its goal of 2500 crore annual digital
transactions by March 2018 and for India’s small businesses to continue to grow
in today’s competitive economy we need access to the best and safest payment
options that technology has to offer. And we must have the ability to meet the
demands of our customers. Consumers want convenience with multiple
options for how to pay and similarly, merchants want to be able to accept
all forms and channels of payment for business to prosper.
That’s why the Confederation of All India Traders and the Alliance for Digital Bharat … who together represent
6.34 crore traders and small businesses* … respectfully ask Government of India to adopt the principles
of Universal Access to Infrastructure and Open Payment Systems as they develop the roadmap to a
cashless, digital India.
The idea is similar to Net Neutrality which guarantees competition amongst online providers. Universal
Access will facilitate rapid growth in usage and foster an “innovation race” as infrastructure and open
payment systems ensure India’s consumers, businesses and government has access to world class electronic
payment technology. Together, these policies will help drive more competition in a free and open way, which
will result in more investment and more innovation leading to lower costs for consumers and businesses.
Open, universal access interoperable payment systems allow the payments eco-system to grow over
time – this flexibility is a boon when technology and standards are constantly evolving. Universal Access
to Infrastructure and an Open Payments System is critical to the effort to build merchant acceptance and
ensure last mile connectivity for all of India given the expertise and resources established global players
bring to the table.
Today, 96 percent of transactions in India are done in cash and our country has only about 25 lakh POS
terminals. This needs to increase rapidly given India’s population, geography and number of merchants.
Additionally, the acceptance infrastructure favors large businesses and retailers. Demonetisation and
GST have dramatically accelerated the need for traders, merchants and the small business community to
accept electronic payments … and to do it NOW. Because of this, the transition to a Less Cash society is a
massive undertaking and we need the efforts of all payment providers to reach the last mile and help achieve
universal acceptance in India embodied in the goal of 2500 crore digital transactions till March 2018.

*Source: The National Sample Survey Office (NSSO) report titled “Key Indicators of
Unincorporated Non-Agricultural Enterprises (Excluding Construction) in India

Universal Access to
Infrastructure and Open
Payment Systems will ensure
India’s consumers, businesses
and government have access
to world class electronic
payment technology and
reach and eventually exceed
the annual goal of 2500 crore
digital transactions.
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To enable a truly Digital India, we request Government of India use all of the expertise, resources
and capabilities of financial institutions and electronic payments providers to build a Less
Cash India. Government must ensure universal access to an open, interoperable payments
infrastructure as the fundamental governing principle towards developing the payments
landscape in India. It cannot solve this problem alone. To enable consumer choice and
competition, platforms such as Unified Payment Interface (UPI), Bharat Interface for Money
(BHIM), Aadhaar Enabled Payment System (AEPS), and Bharat Bill Payment System (BBPS)
should allow open universal access to all stakeholders.

CHOICE OF DIGITAL PAYMENT SYSTEMS WILL EMPOWER
CONSUMERS, MERCHANTS AND TRADERS AND MAKE
OUR BUSINESSES MORE COMPETITIVE.

The ultimate goal of merchants, traders and small businesses is to accept all forms and
providers of electronic payments. We should be able to transact business with every customer
based on his or her preferred method of payment regardless of where those customers are
from or how they pay. That will not happen without universal access to infrastructure and open
payment systems or with a government-only solution.
A free and open market encourages a race-to-the-top for the best innovation and allows all
payment providers to work on building acceptance. Without this dynamic, we are at risk of
being le behind by the rest of the world. This also creates a huge risk in creating a single point
of failure, which is more susceptible to cyber-attacks. Choice of digital payment systems will
empower consumers, merchants and traders and make our businesses more competitive. The
future of India aer demonetisation depends on creating more opportunities for payments, not
less. This is a moment of great opportunity for our country.

Universal Access to Infrastructure and an Open
Payments System is in our national interest
because it ensures India’s Less Cash Roadmap is
clear, achievable and secure.

Government of India can successfully
achieve many of its core goals.
Optimise Digital Payments & Build Acceptance Infrastructure
Ensure Payment Security
Drive Last-Mile Financial Inclusion
Tackle Shadow Economy

Hon’ble Prime Minister Shri. Narendra Modi’s
remarks in his “Mann Ki Baat” live Radio Program

Universal Access to
Infrastructure and Open
Payment Systems are the
only way to achieve the Prime
Minister’s Less Cash Vision
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Universal Access to
Infrastructure and Open
Payment Systems Defined
Universal Access to Infrastructure and an Open Payments System
ensures consumers, merchants and banks have multiple compatible
choices in interoperable technology. This is critical to build and scale a
secure national digital payments roadmap enabling adoption in India than
any single technology or closed system, which prevents growth.

Similar to net neutrality, the electronic payments system in India should establish a free
and open market for electronic payments services, technologies and networks and allow
universal access to all infrastructure and “rails” the government is developing to promote
digital economy. Competition will create a “race-to-the-top” amongst payment providers
and government that will drive innovation, grow acceptance and deliver the best value to
businesses, consumers and government across India.
These policies facilitate better infrastructure, a free market and the safest most secure
payments among financial institutions, digital wallets, payment networks, and governments.
Universal Access to Infrastructure and Open Payment Systems for India is a call to
participation, collaboration and building for the private sector and government to come together
for the benefit of society. The actualisation of “Cashless Society” and “Digital Economy”
embodied by 2500 crore transaction goal relies on the contribution and resources of all
segments of the economy. Universal Access and an Open Payments System will empower all
parties to have the freedom to participate, compete and contribute.
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Watal Committee Calls
for Universal Access and
Payment Neutral Policies
Most recently, the Watal Committee indicated India needs
an all-inclusive digital payment acceptance policy, access to
infrastructure and incentives. This call for payment neutral
multi-party acceptance strategies and infrastructure should
be reflected in incentives, policy and regulation:

1
Technology Neutrality
Requires regulation to be outcome based,
without mandating the adoption of any
particular type of technology.

3
Ownership Neutrality
Governance standards for regulated entities
should not depend on the form of organisation
of the financial firm or its ownership structure.

2
Infrastructure Neutrality
and Universal Access
Requires essential infrastructure to be
provided on a non-discriminatory, Universal
Access basis to all products and services
based on that infrastructure.
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The Case for Card Acceptance
Infrastructure to Support
Less-Cash India and
Meet 2500 Crore Digital
Transactions Goal
India is amongst the most cash-intensive economies in the world,
with a cash-to-GDP ratio of 12 percent, almost four times that of
markets such as Brazil, Mexico and South Africa.
In terms of cash usage, the situation in India is similar to other emerging market economies. Cash
transactions are the norm with around 96 percent transactions conducted in cash. Only 3.6 percent
of households in India make cashless transactions. Despite the perception that holding large sums
of cash is unsafe, consumers still prefer to hold and use cash. This is illustrated by the fact that New
Delhi’s 1.1 crore inhabitants collectively spend Rs. 9.1 crore annually to obtain cash. Hyderabad,
which is much smaller, spends around Rs. 3.2 crore annually to do the same. Consumers and
merchants who choose cash over digital oen misperceive its benefits and limitations as opposed to
digital payments.
Less than 5 percent of Personal Consumption Expenditure (PCE) of Rs. 30,00,00,000 crore
transacted, is by digital payments. There are over 85 crore debit cards – 22 crore added as a direct
result of the Prime Minister’s Jan Dhan Yojana (PMJDY). However, the momentum of cash is strong.
Debit cards usage is predominantly taking place at ATMs as compared to POS. The usage of debit
cards at ATMs account for nearly 90 percent of the overall debit card transactions in terms of volume
and around 95 percent in terms of value.
The cost of cash to Indian society is significant. The RBI incurs a total of Rs. 22,000 crore in currency
operations annually. This cost does not include the cost of storage, transportation, security, detection
of counterfeits, etc. The cost of printing and maintaining this extensive amount of cash costs the
country nearly 2 percent of its GDP. Studies show that a moderate growth of cashless transactions
by 5 percent a year will save the country more than Rs. 500 crore annually.
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Annual costs incurred by
RBI for currency operation

Government accrues only
1/3rd of Tax revenue because
of shadow economy

Inbound tourism of 8M
visitors growing at 8%
annually

10% increase in
digitisation results in
1% increase in GDP

5 percent growth in cashless
transactions saves India more
than Rs. 500 crore annually

Cash is not free. Electronic
payments boost merchant
revenue.

The usage of cash is also the cause of shadow economies in many countries that hurts the ability
of governments to efficiently collect tax revenues. The shadow economy in India amounts to 40
percent of GDP resulting in personal income tax compliance of just 29 percent or just one-third
of revenue that India should otherwise be collecting. Additionally, the rise of cyber-crime and
growing concerns about the ability of governments to look through digital records adds to the
unwillingness of many with criminal intent to let go of cash.
Cash is a barrier to financial inclusion. The mechanics of cash, the difficulty in efficient delivery
and modern financial products are increasingly built on digital platforms. Infrastructure
obsolescence is accelerating as technology evolves rapidly. Therefore, it is important to
implement solutions that are also future-proof.
Increasingly, merchants, traders and businesses are challenged to compete with international
businesses that reach markets and consumers by virtue of online platforms.
As government pushes the Jan Dhan Yojana, Aadhaar and Mobile number (JAM) trinity,
merchants will need to adapt the form of payment for these customers as they increasingly
receive benefits and transact in digital payment forms.
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Universal Access to Infrastructure
and an Open Payments System
is Working for India

Goods and Services Tax (GST)

BharatQR

Petrol Pump Mandate

Transit and Toll Collection

The Open Payment Systems approach is
a key approach used by Government of
India in implementation of GST. Merchants
and traders may select how they choose
to pay based on their preferred payment
platform. To ensure the success and ease of
implementation of the critical GST programme
and maximise revenue collection, Government
recognised the need to have all payment
options available. In the same manner the
Government wants to optimise tax collection
by allowing payment neutral options and
choice of how to pay for taxpayers, merchants
and traders want the same landscape for their
consumers and businesses to optimise sales
and commerce.

A strong example of the power of open payment
systems is the recent deployment of the world
class BharatQR code in India. The payments
industry, led by the RBI, developed the world’s
first interoperable QR solution. The BharatQR
code is a uniform digital payments technology
that eliminates the need for costly POS
terminals therefore making electronic payment
acceptance affordable and attainable for small
merchants and traders. BharatQR has been
the centerpiece of CAIT and ADB efforts to
convert members to electronic payments. This
technology is a model of how open payment
systems result in the best possible outcome.

Government of India mandates for digital
payments at petrol pumps and incentives for
merchants have resulted in a six-fold increase
in electronic payments since demonestisation.
Importantly, this mandate has normalised card
usage for consumers by forcing a transition to
meeting vital need for petrol.

Government of India is leading the transition
to electronic payments by mandating digital
payments at toll plazas on national highways
while states such as Andhra Pradesh, Bihar,
Gujarat, Maharashtra, Rajasthan, Uttar
Pradesh and others are moving to convert
transit to cashless payments. These initiatives,
when open to all payment options, promote
widespread use of digital payments by requiring
essential daily operations to be cashless and
will socialise consumers to electronic payments
and promote the demand necessary to compel
merchants, traders and businesses to accept
these payments more broadly,
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Recommendations for
Building Usage and
Acceptance in India

To further advance demonetisation cashless vision by fundamentally changing
business and consumer behavior and and reach 2,500 crore digital transaction
goal, Government of India should work to establish electronic payments for actual
commerce as opposed to being a mechanism to obtain cash through ATMs:

•

Create policy directives to bring category wise caps on digital payments for specific
categories

•

Tax rebates for consumers for certain types of digital payments. Government receipts,
petrol, and education are some leading examples

Despite major gains made in digital payments since
demonetisation, 96 percent of transactions are still done
in cash. With only 25 lakh POS terminals deployed in India,
acceptance remains the most critical challenge.

•

Tax rebates for merchants either in the form of sales tax relief as well as based on
increase in sales using digital means

•

Implement Reward/Incentive Scheme for both, Merchants and Consumers across all
payment options

•

Create more ubiquity for acceptance and adoption of prepaid instruments

Prime Minister Narendra Modi recently announced a goal of 2,500 crore digital transactions
in India in the budget calendar year 2017-18. This vision can only be achieved by growing
the electronic payments ecosystem in India with the help of every willing payments provider.
India must convert more consumers to use and demand electronic payments and execute an
exponential growth in merchant acceptance. And this work must be done with urgency.

•

Deployment of mobile QR-code based card-acceptance solutions – i.e. BharatQR
to enable card acceptance through feature phones and smart phones without any
additional requirement of infrastructure

To better encourage universal adoption and socialisation of digital payments:

PRIME MINISTER NARENDRA MODI RECENTLY ANNOUNCED A
GOAL OF 2,500 CRORE DIGITAL TRANSACTIONS IN INDIA THE
BUDGET CALENDAR YEAR 2017-18.
The Universal Access to Infrastructure and Open Payment Systems framework is essential to
maximising efforts to increase acceptance in India. All financial institutions, payment solutions,
networks and providers should be aligned with government in educating and converting
consumers, merchants and traders to digital payments. Government alone cannot reach the
many crore that make up the payments universe.

•

Remove requirement for Banks to report electronic transactions and make
consumers fearless to go for cashless economy

•

Form District level committees comprising of Officials and Trade representatives
to monitor the adoption at District level to drive inclusive growth

•

No card refusal / no surcharge rule and enforcement

•

Assign card issuance based targets to all issuer banks for building acceptance
infrastructure. Target of 40 terminals per 10K cards would lead to additional
1.5MM terminals as of now

•

Allow Non-Bank Financial Companies (NBFC) to issue digital payment products
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Payment Neutral
Regulation
The Government of India must work to ensure
that regulation and payments infrastructure
promote Universal Access to drive a free
and open electronic payments market.

To enable consumer choice and competition, platforms
such as Unified Payment Interface (UPI), Bharat Interface
for Money (BHIM), Aadhaar Enabled Payment System
(AEPS), and Bharat Bill Payment System (BBPS) should
allow Universal Access to all stakeholders.

1
Separate NPCI from its
associated Products and Services
Separate NPCI being the operator of its own
products and platforms (RuPay, UPI, BHIM,
AEBS, BBPS): It is an inherent conflict to
have a market competitor that also acts as
a quasi-regulator. The objectivity of NPCI
regulation is an imperative that cannot be
achieved without clear separation of its
ownership and interest in its products and
platforms. Watal Committee has called for
this important reform.

3
Unleash the Power of
Markets and Competition
Banks, payment platforms and networks will
compete to grow acceptance. This means
more technology and innovation, cost
competition and more options for merchants,
traders and consumers to address their
specific needs. Universal Access to
Infrastructure and Open Payment Systems
are fundamentally about more choices and
competition. Allowing market forces to shape
payments will benefit everyone.

2
Independent Digital Payments Board
To coalesce a comprehensive payment strategy,
the Government of India must create an
autonomous Digital Payment Board to help
drive the digital agenda of PM Modi forward to
serve an independent focal point for all major
voices and contributors to electronic payments
deployment in India. In the spirit of promoting
Universal Access to Infrastructure and Open
Payment Systems, this board should include
both private and public sector stakeholders
as well as consumers and business groups
like CAIT and ADB. The board should make
recommendations that advance payment neutral
options for policy, regulation and participation.
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Safety, Security
and Interoperability
The single most important aspect of digital
payments is ensuring the safety and security of
the system from fraud and abuse. Government of
India should embrace best practices and experience
of both global and local players in building state-ofthe-art systems to fortify protections for consumers,
businesses and government.

Security threats are global and originate
from outside of India. Advance warning
and fortification against threats is critical.
Isolating payment to a national system
ignores the very nature of the security
threat and creates a single point of failure.
Multiple platforms and players that result
from payment neutral system create
layers of security and expertise to create
important leverage against security threats.

Security is a never-ending issue. Constant
innovation and a free market that promotes
and rewards the best solutions is needed to
stay ahead of the curve. Universal Access to
Infrastructure and Open Payment Systems
means more companies in the fight for safety
and security of payment systems.

Similarly, interoperability is best enabled
through a payment neutral market. Without
the ability to accept all payments, how
will merchants, traders and consumers
participate and conduct international
commerce? How will merchants and
traders accommodate foreign customers?
No establishment wants to turn away a
willing customer. Interoperability is critical
to participating in an increasingly global
market. This is especially for true for small
merchants and traders who must now
compete against large online players who
serve customers around the world and
accept all forms of payments. India must
be able to compete.
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CAIT & ADB’s Role in
Enhancing Acceptance
of Digital Payments
CAIT has organised more than 250 trainings with partners
since 2015, including “Train the Trainer” workshops in
over 50 cities across the country through which we were
successful in reaching out to over 300,000 traders.
CAIT was also fortunate to receive letters of appreciation, with words of encouragement in
continuing our efforts, from both Honorable Prime Minister Shri Narendra Modi and Union
Minister of Finance, Shri Arun Jaitley.

Accomplishments
• Created over 1,500 trader champions
across several states through our ‘Train The
Trainer’ program. The trader champions are
entrusted with promoting the message of
adopting electronic payments and through
their outreach, we have managed to reach
approximately 300,000 other traders
nationwide.

White Papers

A LESS-CASH SOCIETY: Towards a Stakeholder Centric Approach
The paper focuses on how digital payments increase transparency,
reduce leakages, reduce the cost of cash management and enable
effective taxation, thus shrinking the size of shadow economy. For
businesses, the paper demonstrates how digital payments reduce time
and money spent on cash management, increase consumption and add
efficiencies both within enterprises and in their supply chains.

GOODS AND SERVICES TAX: Recommendations from Industry
The paper lends insights to how the adoption of Digital Payments will
help a smooth GST rollout for the business community –as it will make
the informal sector become ‘formal’ and minimise the use of cash. This
will also ensure that all traders are able to develop a credit history,
making cheaper loans and borrowings easier. More funding means
greater growth and profit. Successful adoption of digital payments is a
catalyst for smooth adoption of GST by small and medium-sized traders
and merchants, who form the bedrock of commercial enterprise and are
integral for the future growth of India.

Financial Inclusion of MSMEs through the Digital Economy

• Reached over 2,500 industrial associations
under CAIT, across industrial sectors across
17 states.
• Conducted over 250 workshops, seminars
and trader conferences emphasising CAIT’s
commitment to accelerate use of digital
payments.

Micro Small and Medium Enterprises (MSMEs) contribute about 37.5
percent to India’s GDP, account for 40 percent of total exports and
employ up to 10 crore people (GOI, 2015). Despite this, access to
finance remains a systemic concern in the sector. Almost 87 per cent of
MSMEs have no access to finance and merely 11 per cent have access
to institutional lending (4th All India Census on MSMEs). Paper focuses
on incentives needed for Digital Onboarding and driving Financial
Literacy for MSMEs.
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Universal Access to Payment
Infrastructure and Open
Payment System Policies
are Good for India
CAIT and ADB are committed to a Less Cash India.
Our members are actively working and partnering with numerous banks, payment platforms and
networks to build acceptance and promote electronic payments. It is critical that Government
of India send a clear message that India will be a free and open market and build on the
work we are doing today. To meet the challenges ahead we need the resources, expertise
and commitment of all players in this payment space. The most successful economies allow
universal access to payment neutral electronic payment systems, regulation and policies. We
call on the Government of India to follow the free market path that will lead to success for all
of us. Universal Access to Infrastructure and Open Payment Systems is the right policy for our
members and it is the right policy for India to achieve and eventually exceed the goal of 2,500
crore digital transactions till March 2018 and thereaer.

Driving Digitisation of Payments and Last Mile Financial Inclusion

Universal Access
to payment
infrastructure
for all market
participants

Payment Neutral
regulation

Consumer choice
on ways to pay

Merchant choice
on acceptance

Universal Access to Infrastructure
and Open Payment Systems means
Choice of Payments for
All People in India

Universal Access to
Infrastructure and Open
Payment Systems means
Choice of Payments
for All People in India.
Together we can build the
best electronic payments
system for a Less-Cash
India.
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