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Products within the payment space

Payment systems

Traditional Modern

Currency Cheque Electronic Card based Large value 
payment

National 
electronic fund 

transfer

Mobile phone  
based systems

Electronic 
clearing service

ATM/debit cards

Credit cards

Real time gross 
settlement

Government

G-sec

Forex

High value 
cheques

Smart cards

Prepaid cards

The envisioned national system will consolidate and operationalize the various retail 
payment platforms under a single National Payments Corporation of India (NPCI)

NPCI - Focus areas



5 June 2009 IBA – Finsight : Payments SummitPage 3

Changes expected with NPCI .. 

RBI Governed NPCI Payment System RBI Governed NPCI Payment System

RBI 
Managed 

Centres - 15

Centres 
Managed by 

other Banks –
59

74 Clearing Houses

Sponsor 
Bank NECS Destination 

Bank

National Clearing Cell

RBI 
Managed 

Centres - 15

EFT

Centrally 
Managed by 

RBI

NEFT

Source 
Bank NEFT Destination 

Bank

National Clearing Cell

VISA / MasterCard / Amex

Domestic Credit Card Transactions

Merchant Inter-
change

Acquiring/ 
Issuing 
Bank

NPCI Payment System

Merchant India 
Pay

Acquiring/ 
Issuing 
Bank

Domestic Credit Card Transactions

VISA / Maestro / Amex

Domestic Debit Card Transactions

Merchant Inter-
change

Acquiring / 
Issuing 
Bank

NPCI Payment System

Merchant India 
Pay

Acquiring/ 
Issuing 
Bank

Domestic Debit Card Transactions

Credit cards Debit Cards

ECS EFT / NEFT
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Transaction on the move M-Commerce is expected 
to take over e-Commerce 

Total market 
for 

commerce

E-Commerce

M-Commerce

Remote 
secure 

payments

Remittances

Financial 
inclusion

Banking

Remote 
secure 

payments

Banking
► Account balances, etc.

► Account balances, etc.

► International money transfer
► Domestic money transfer

► Agri-CC
► Self help group
► Employment scheme

► E-Wallet
► Advertising

► Internet ticketing
► Shopping portals

► Advertising
► Coupons
► Bill payments

► Mobile ticketing
► Shopping portals
► M-Wallet

Mobile product/services
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What typical international competition is doing –
while Indian players are yet to realize the potential

1

2

3

► Payments processing is a 
revenue generator in its own right

Payments as 
a business

Central 
service

Cost driven 
service

► Cost to income ratio improvement 
through processing efficiency 
only

► Viewed as a cost centre, aim is to 
keep cost to a minimum, change 
with system re-engineering, 
advanced processing capability 
needed to build support business 
capability

Geographic coverage
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Domestic Global
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Barclays

LTSB

Citibank

HSBC

JPMC
BoA

Deutsche

RBS

ABN2/3

1/2

Relative Market Position and Status – Payments and 
Payment Product Capability

HBOS

UK national 
players

1

1/2

2

2

2/3
2/3

3

2

Abbey/Santander2
1

1

1

1

1/2

1/2

Regional

2

1
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Cheques
► Decreasing volumes
► Increasing variable and fixed 

costs
► Physical paper handling not 

diminishing
► Inefficient outsourcing models 

not achieving benefits

Electronic
► Increased cost of market 

participation
► New market participants
► Increased need for scale
► Demand for new products and 

services
► Demand for message standards
► Increased commoditisation

Cards
► Interchange fees threatened
► Annual fees reducing
► New product opportunity
► Alignment of debit cards
► Acquirer/issuer/processor issues
► Increased pan-structure security

Revenue Costs

D
ow

n w
ard pressure on m

argins

Mandatory investment
► Increasing complexity across 

existing organisations
► Regulatory and compliance 

requirements
► Change with little benefits

Operations
► Cost in moving to STP
► Changes to sourcing options
► Increasing fixed costs
► Cost of supporting new products
► Centralisation/de-centralisation

Voluntary investment
► New product development
► New geographies
► New channels
► In-sourcing and white-labelling

The payments challenge – revenue growth vs. 
cost control 
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Business strategy 

The business and 
operational processes 
of the payments 
business, both manual 
and automated, that 
execute and support 
payments processing

The objectives of the payments 
business in terms of solutions and 
products in support of the overall 
strategy of the bank

The architectures and systems that 
enable the processing of payments; 
including applications, infrastructure, 
data, integration/middleware and 
security

Business 
processes & 
operations

Organisation 
design & 

governance

Payments 
Business 
Strategy

IT architecture

Drives
Enables

Drive
s

Enables

Drives

Enables

Align

The structure and skills required to 
effectively run the payments 
business including the controls and 
decision making procedures to 
govern payments business activities

Align
Ali

gn
The payments business strategy must drive, and be enabled by all elements of the 
operating model, which must in turn align with all others
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Strategic Definition Leverage Operational 
efficiencies through 
scalable platform

Launch multiple additional products Geographic growth

Case Study – Tier I global bank
designing a winning payment strategy

Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8
Expense 

base

Revenue

1.5 C

3 C

Transaction 
Banking 
Products

Global 
Transaction 
Services

► Market share 
increased in 
excess of 20%

► Substantial 
transaction costs 
reduction from 
Yr 5 onwards

► Revenue 
increase was 
faster after initial 
investment 
period

Transaction 
Volume

Cost of 
operations

0.9 C 0.1 C



Thank you 


