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Big Change:
The end of Five-Year Plans: All you need to know

New banks stare at high costs, bigger turnaround time

MUMBAI: The Supreme Court (SC) ruling discontinuing the mandatory use of Aadhaar to
open bank accounts would force a rethink among new entrants that had made the
technology their main tool to on-board new customers. The pace of account-opening could
slow down and costs may rise.  
 
New small-finance and payment banks used Aadhaar to complete the mandatory know your customer (KYC) process in a quick and
cost-efficient way, with some mandatorily seeking enrolment details with the national database while opening an account. That will now
change.  
 
Bankers said they would now have to find a new way to do a KYC for customers refusing to share Aadhaar details.  
 
“We were on-boarding customers using tab banking and the Aadhaar network. This process was quick, automated and cost-efficient,”
said Samit Ghosh, CEO at Ujjivan Small Finance Bank.  
 
“Now, we will have to work out a new manual process which will be costly and will take more than half-an-hour per customer compared
to just 10 minutes now.”  
 
Ujjivan launched operations in February 2017 and has so far on-boarded more than 700,000 customers using the Aadhaar network.  

 
Small-finance banks that started operations less than two years ago will have to re-look at their business model after the ruling. “We will
have to run physical checks and also take care of storing data in the paper form. All this will be costly and time-consuming,” said R
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Baskar Babu, CEO at Suryoday Small Finance Bank, which started operations in January 2017.  
 
SBI chairman Rajnish Kumar said the bank has linked 80% to 85% of its savings bank accounts with Aadhaar, but will comply with the
court’s order.  
 
“The only thing which happens is it is not mandatory but having (with) the customer’s consent or voluntarily, it is still very convenient...
whatever is the SC judgement, everybody will have to honour.  
 
But from the services point of view, I believe that it is a great facility. Today, we open 27,000 accounts per day digitally... but there cannot
be any compulsion,” Kumar told reporters.  
 
Kotak Mahindra’s 811 account, SBI’s YONO savings account, and even Standard Chartered digital account also used the Aadhaar
unique number to open savings accounts instantly. They will now have to give customers the choice on linking their accounts to the
database.  
 
“The ruling says that an Aadhaar number is not mandatory for any service being provided. But it is required for welfare benefits.  
 
Customer service providers like banks and telecom companies cannot use it but people using bank accounts for welfare benefits will
need to link Aadhaar. I think people who want convenience, speed and efficiency which the Aadhaar network provides will opt for it,”
said Neel Ratan, partner and leader, government and public sector, at PWC India.  
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