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Abstract: 

An understanding of how the disruptive forces would transform the Indian Financial Services 

Industry and the life of an average Indian. The need for financial organizations to undergo a 
bionic transformation for reinventing themselves. 

Introduction: 

The Financial Services sector in India is undergoing a huge transformation. Every Indian 
customer could see the digital wave in the circumambient environment that provides all that 

one would need for the daily survival. A smartphone has become the third palm of almost 
every individual around the world and Indians are of no exception. The Government of India 
has understood the fact puts a lot of thrust on the Digital India schemes. It not only invests in 

Digital schemes but also enables industries with its policies that would stir up the current 
working order and allow financial service providers to innovate and leverage the digital 

wave. Banks and other financial services firms can no longer be obstinate about their mode of 
operation without participating in the digital marathon. Certain business models, regulations, 
and framework that the Government of India has introduced in the financial space would 

incite the industry and enable them to participate in the digital marathon. This paper is an 
attempt to understand how the disrupting models and frameworks would transform the 

financial services space. 

Disruption and Disruptive Environment: 
The general definition of a disruptor is something that creates a new market by introducing 

innovative business practices and solutions that offer higher value to the customer and 
replaces the existing market. Disruption would transform the business functioning that creates 
a new market space with less competition and more profit where eventually even the market 

leaders would end up with their offerings to sustain their business. Disruption creates a blue 
ocean for any business organization where more new customers can be obtained as well as 

more value can be derived out of the existing customers. With India which is almost one-third 
of the global market, any disruptive business model makes sense. Disruption would need 
entrepreneurial attitude, innovations, inventions and above all a supportive policy 

environment. With the current Indian government which provides a huge impetus on the 
creation of a transformational environment with its policy decisions on Skills India, National 

Skills Registry, Digital India, Aadhar Enabled business, and investor-friendly practices have 
itself introduced new disruptive business models that would transform the financial services 
industry.  

Key Disruptors in the Financial Services Sector 
As stated earlier, smartphones are becoming the third palm of every individual. Prof. R. 

Vaidyanathan states that the mobile phones can be used by everyone even those who are 
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illiterates unlike computers [5].  Mobiles are used as a disrupting channel and we have 
considered few of the disruptors that make it so.  

(i) Aadhar – which is a disrupting framework 

(ii) Payments Bank – a disrupting business model 
(iii) UPI – a disrupting offering 

The BCG has identified a need for the financial organizations to undergo a bionic 
transformation in which the banks should make use of both digital and human interaction to 
provide personalized services to individuals [3]. 

Aadhar: 

Aadhar is a biometric identifier which is provided to every Indian individual. The 
Government of India is now trying to make it mandatory that all financial activities of every 

individual and also details of other benefits that are availed are linked with Aadhar. In India 
we may end up creating a blockchain like public ledger but which is all linked by Aadhar. 

The Government has introduced Aadhar Enabled Payment Services, Aadhar Payment Bridge 
etc and all financial transactions in the country would leave an Aadhar audit trail. Let us see 

how this Aadhar has created a framework that would help financial service providers who are 
even in their infancy in digital adaptation to deliver value to the customers. 

Aadhar as an Enabler: 

1. Aadhar makes the process of customer onboarding easier. It contains all required 
identification details which are enough for any financial organization to verify the 

authenticity of a new applicant who would like to enroll for a financial product or a 
service.Aadhar can enhance regulation allowing the governing institutions to gather 

data on all financial transactions that are done by an individual across banks, 
insurance, loan and capital market etc to understand the authenticity of those 
transactions. 

2. In a nation whose economy is driven by the unorganized sector, Aadhar would play a 
vital role. Aadhar Enabled Payment Services introduces cashless transactions across 

all levels. There is no need for card transactions even. The Aadhar Payment Bridge is 
an enabler. As a merchant side version of Aadhar Enabled Payment System, the 
Aadhar Payment bridge helps the merchants to accept payments without even having 

to register for a POS device etc. In a smartphone-driven age, Aadhar makes the best 
use of the medium to carry on any type of financial transaction. 

3. Recent studies have shown there is an exponential growth in the Aadhar enabled 
transactions to the extent of 6 million transactions per month which would project 
India as a growing Digital economy [7].As per the data from PWC Global Fintech 

Survey the payment space is considered to be the most disruptive financial sector 
space next to consumer banking [8]. If the Government can ensure the security of 

Aadhar information and innovate based on the biometric identification Aadhar would 
keep the worlds largest and the fastest growing economy in the leader space. 

4. When all the transactions are linked to Aadhar, it would soon become a public ledger. 

But it need not replicate the idea of the blockchain. Aadhar public ledger would 
ensure the details are available in one common place and accessible by the regulatory 

authorities. If any detail to be obtained by individuals or by institutions like banks for 
KYC etc they can apply for the same and get the required information.Aadhar driven 
public ledger can also aid the regulatory bodies to ensure the benefits reach to the 

International Journal of Pure and Applied Mathematics Special Issue

1464



right intended audience. Given the fact that DBT is done directly to the individual’s 
account, benefits transfers like the electoral schemes transfer of say bicycles or 

laptops etc can also be tokenized and ensured it reaches to the intended beneficiary 
without any space for corruption [1]. 

5. This tokenization model of Aadhar general ledger to evolve will also open new 
investment avenues for every Indian household. For instance with the Government’s 
push on solar energy an household can install a solar energy generation facility by 

which one can generate the required amount of electricity for their domestic 
consumption purpose and contribute the additional generated power into the common 

grid which can be tokenized and household would earn based on their contribution. So 
new investment avenues might take birth which could even be beyond the financial 
markets [1]. 

Aadhar as a Complementary business model: 

1. Aadhar offers supportive infrastructure and a framework that would complement 

many business models and the regulatory framework in the financial services market 
and also lead to new innovative digital offerings in the financial markets. 

2. The SEBI consultation paper, [9] talks about the investment distributors including the 

distributing organizations and investment advisories to act independently. This would 
actually enable new opportunities for financial advisors and business correspondents 

and Aadhar can ensure to identify the party who is taking part in the distribution does 
not get into consulting. 

3. The RBI Paper on Household financing [9] also highlights that individuals hesitate to 

engage with the financial organizations due to paperwork as well. Aadhar would 
make it easier being unique identity and ease KYC process. 

Payment Banks: 

Payment Banks is a new form of banking that was proposed by the Nachiket Mor committee 
in July 2014 and RBI gave life to that model. The primary agenda of a Payment bank is to 

further the financial inclusion. With Jandhan an attempt was made to bring in every 
individual into banking. With Payment banks, an attempt was made to take banks to every 
individual. Payment banks are banks that would offer savings and current accounts till 1 lakh. 

It is meant for small business houses and low-income households who were not completely 
covered earlier by the regular banks. Payment banks can offer a new blend of banking. The 

bankers would no longer be seen as a community that is holier than Thou. Banking services 
would be offered by retail marts as any other commodity is being sold by them. The people 
who offer the banks would be those who are well aware of the customers and are relatively 

closely connected with the customers. At the same time, the Payment banks would also be a 
business model that makes use of the best technology and leverage the digital channels well. 

This model [10] can well match the Bionic way of working as portrayed by BCG. The article 
by Boston Consultancy Group states that the Bionic business model [3] operates based on 

three interweaved elements.  

1. A blend of digital and personal interactions redefining distribution: 

2. The value proposition that combines the human judgment with data power. 
3. Customer journey mindset that is supported by ML and Robotics and improves 

experience. 
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Redefining Financial Services Sector: 
Payment banks although are primarily meant to cover the payment space can also distribute 
financial products and services. 

Remittance Services: 

1. The volume of Remittances coming into India as per the remittance data inflows from 
World bank report shows around 65380 US$ in millions [12]. Considering the 

growing preference over digital channels for remittances Payment banks with its 
mobile and digital infrastructure expertise and reach will have a huge market to 

capitalize on this segment. 
2. In countries like the UK most of the digital remittance channels attract customers with 

a variety of offers. For instance, lycaremit which is a leader in handling remittances 

offers a free recharge on lyca mobiles for every remittance. Other players have 
referral bonus offers. When digital platforms like Amazon, try to capitalize on the 

huge Indian market Payment banks would help retailers and telecom majors to attract 
more customers in remittance space and diversify their business and new offerings. 

Banking Products: 
1. RBI has been doing its best to achieve 100% financial inclusion drive in this country 

with various means. One notable thing is the State Level Bankers Committee (SLBC) 
which is asked to choose districts for 100% financial inclusion with at least one 

district from every state with which 204 districts were brought under 100% financial 
inclusion. Infrastructure, financial products, technology and coverage as the 
challenging forces to achieve financial inclusion which in a way is all addressed by 

the Payment banks banking model. 
2. Infrastructure would no more be a challenge for partner banks. SBI partnered with 

Reliance Jio, Kotak Bank with Airtel etc can leverage the existing infrastructure of 
such telecom and retail majors. Smartphones have replaced cameras, organizers, 
televisions etc. Payment banks would ensure over the coming years that they would 

also replace the bank branches in a great way but the scope for expert advice would 
always be there making it a bionic business model. 

3. The other major challenge is to enable the required level of technology that would aid 
effective, easy and efficient way of distribution of financial products and services. 
Payment banks have the required technology established already with the help of 

connectivity and reach. There would not be any need for the bank that has partnered 
with a Payment bank licensee to develop technology on its own. The bank can 

leverage the technology that is available by the payment bank and use the people skill 
that it has in order to take the product and services to the required users. 

Insurance Products: 
1. Payment banks will ensure insurance products are distributed through mobile 

channels or through retail channels. As an investment product that also covers the risk 
for an individual insurance selling is always a challenge cutting sentiments. But 

innovative offerings of such products in a retail mart will ensure the customers seek 
the product themselves and reach out to expert advice. Positioning the product 

becomes easier. Example of a scenario is to display child insurance product in the 
children section of a retail mart will be more appealing to convince the customer why 
to choose the product. 

2. The other major need is to educate the customer to choose a suitable financial product 
including insurance. As part of the preliminary positioning of a product mobile 
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channels can be used to broadcast videos on suitable products and make the journey 
even easier to click and initiate onboarding with an expert call.  

3. Martin Blake Chairman KPMG Insurance, states the fact how new partnership and 
alliances need to be established in order to beat the competition[4]. The Payment 

Banks business model that is approved by the Government of India helps insurance 
companies to create a blue ocean for themselves with such partnership. 

4. Thus in terms of sales and distribution Payment banks can offer a bionic experience to 

the customer where the customer and the expert advisor interaction happens in the 
required level to clarify the required levels of details but all other formalities that can 

be self-learned are taken care by other channels and digital medium. 

 

Capital Market Distribution: 
1. The power of the capital market cannot be underestimated in a growing economy like 

that of India. The reason being that India needs heavy investments in areas like 
infrastructure, where the money would come from the capital market. The investors 

have a traditional mindset of depositing money with banks. At the same time given 
the fact that the bank deposit rates are falling down the Indian investors are also 

looking out for good avenues of investments where the capital market can take the 
space. 

2. Payment banks as we know can only mobilize low-value deposits and handle 

payments. But the fact that we view the Payment banks business model as a 
partnership model for the regular banks to bring in more new customers and to use the 

channel for effective distribution of its products and services would ensure Payment 
banks can act as good contributors in mobilizing money into the capital market 

3. What is more important is the Payment bank through its bionic business model can 

practice and introduce new techniques to educate the investors to enter the capital 
market. With a powerful media like technology and smart phones, payment banks can 

also create a near efficient market where many new players would participate. Capital 
inflows into midcap can also indirectly encourage entrepreneurial supplier units thus 
contributing to the unorganized sector also. 

Loan Distribution: 
1. Prof.R.Vaidyanathan states that the public sector banks are facing challenge in terms 

of understanding their customer base and to do the required level of analysis before 

distribution of loans [6]. He expresses his concern that the bankers are not able to 
study the business in the locality. This is a primary concern that would mean banks to 
do the required level of home work before they could process and disburse the loan 

for the qualified applicant.  
2. NPA is another major challenge faced by many banks today because of the fact that 

the loan is not disbursed to the right applicant after knowing the credibility and the 
repayment capability of the applicant. The Payment banks are the effective partner 
model for the banks. Payment banks stay close to the customers and know much 

about the customers. The partner banks can make use of this ability of the payment 
bank, harness the data that is available with the payment banks and use that as a sort 

of credit score identifier and make it possible that the loan is disbursed to the qualified 
applicant. The payment banks can also be used by the partner banks in order to study 
the business practices of the locality, understand the possible loan demands, do a 

market survey and then the banks can prepare itself for lending. 
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Blended Digital and Personal Interactions: 
Thus the Payment bank business model can transform the banking practices of the country by 
introducing a bionic model in which banks, market personally and onboard digitally, educate 

with podcasts, creates community banking model and harness the data and patterns. 

Unified Payment Interface (UPI): 
Unified Payment Interface is a Payment System launched by NPCI and is regulated by the 
Reserve Bank of India, is a technology channel that can be leveraged by banks and financial 

institutions for facilitating fund transfers, balance inquiries on their accounts. 

UPI is built on top of IMPS but is expected to disrupt the way fund transfers are done. Most 
importantly when the online and mobile banking channels are used for fund transfers of 
higher amounts at least in thousands, UPI facilitates transfers for even small amounts starting 

from Re 1. So UPI can act as a catalyst for a cashless economy. Also, UPI does not take too 
many parameters to facilitate these transactions like IFSC code or account number. It just 

needs one the Virtual Private address simplifies transfers, like sending SMS. 

UPI in Fund Transfers: 
With more push given on digital mode of fund transfers where even major banks have 
slashed the price of their services and offerings on NEFT, RTGS etc UPI would create a 

revolution.  

Banks can just build their customer-facing interface making use of all API that is offered by 
UPI and enable easier P2P fund transfer mechanism. Transfers can be made even for Re 1 
making UPI as an easier and preferred cost-effective option. Also, money can be moved to 

the virtual private address of individuals where there is no need to know the account number 
and other details. 

UPI in Bill Payments: 
Next to remittances fund transfers and bill payments are the major financial transactions done 
digitally. With UPI enabled accounts, a small amount of transfers against the bill payments 
can even be made across the Kirana stores enabling them to compete with digitally equipped 

retail giants. 

Conclusion: 
The Indian Financial sector is currently undergoing unprecedented modernization. With the 

increasing usage of digital medium for various services, there is a huge scope for the 
Financial sector to leverage such digital medium for engaging and encouraging customers.  

However, the disruptors would need to take care of the network bandwidth, security, and the 
skill factors in order to ensure the success of these disruptive channels. 

In an ASSOCHAM Leadership Forum held in Jan 2017, the Union Minister 
Mr.P.P.Chaudhary has recorded the fact that there is a steep increase in the adoption of digital 

transactions but he also agrees to the fact that there is a necessity for fine tuning of legislative 
reforms, building internal audit and cybersecurity is of high importance [2]. But there are still 

challenges to be addressed in these areas when there is a push that is given to digital 
transactions. At the same time, this is also supportive of the fact that we should not just 
concentrate on a digital only model but on a bionic business model. 

Banks, on the other hand, need to embrace this bionic transformation wherein they have to 

educate both their employees and customers. Instead of just fixing sales target and 
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achievement targets to the employees’ banks and financial services firms should actually 
focus on up-skilling their employees in handling both digital medium as well as human 

customers with more sensible and touching advice. 

With such a transformation it is of no doubt that the Indian financial services industry could 
best make use of these disruptors to reinvent itself at all levels and bring in significant 
contribution not only to the life’s of individuals but also to the economy as a whole. 
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