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General Studies – 2; Topic:  e-Governance; Poverty 

Aadhaar Enabled Services 

1) Introduction 

 After the demonetization of high value currency, the government is pushing for Aadhaar-based 
digital payment system for the common man  

 The Aadhaar system, centred on biometric data captured to improve access to social services can 
help the poor to become cashless 

 It will enable citizens in the deepest corners of the country to participate in the digital movement, 
even those who do not own a phone but want to pay digitally 

2) Aadhaar for Financial Inclusion 

 Aadhaar offers a digitally verifiable identity, which made it possible for those enrolled to change 
cash at an enabled banking facility. 

 Since Aadhar will be linked to every scheme in future so beneficiaries once under it will move 
towards cashless transaction since they will be paid with transparency and no leakages. 

 The new ordinance says to credit employee salary directly into their bank account in informal 
sector. e-KYC and bank accounts through Aadhar will help in financial inclusion 

 Challenges 
a) Illiteracy - Opening a bank account requires paperwork that many vulnerable citizens find it 

difficult  
b) Still many citizens have not registered for Aadhaar 
c) Compulsory Aadhar usage will be arm twisting people who are not technologically savvy. 
d) Aadhaar connectivity needs presence of Banking Correspondents, branches or mobile 

connectivity  
e) Data security challenge due to recent cyber attacks. The recent data theft of half a billion users 

from Yahoo poses a serious challenge of cyber security. 
f) Still many bank accounts and postal accounts are not linked to Aadhaar 
g) Aadhaar is not a fool-proof method of authentication and identification failures are not 

uncommon.  

 Way Forward 
a) Extend Aadhar to all citizens 
b) Linking all bank accounts with Aadhaar 
c) Working with CERT, NATGRID teams for data security and better access.  
d) Tackling other operational challenges like data updation  
e) The government has to address security issues, while having end-to-end encryption to ensure 

that the information is not misused or leaked 

3) Aadhaar Enabled Payment System (AEPS) 

 Aadhaar offers a digitally verifiable identity, so they can exist in a cashless ecosystem 

 AEPS enables bank customers to access their Aadhaar-linked bank accounts through the Aadhaar 
authentication. 

 Customers can withdraw money and transfer funds to other Aadhaar-linked bank accounts through 
the help of business correspondents of any bank. 

 AEPS allows users to make payments to merchants or shopkeepers without credit or debit cards 
using their Aadhaar number and biometric authentication. 
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 AEPS is aimed at empowering the marginalised and excluded segments to conduct financial 
transactions through micro ATMs deployed by banks in villages. 

  It would bring bank to their doorstep and save much time and transport expense. 

 Challenges 
a) The failure rates on Aadhaar Enabled Payment System for interbank transactions were found to 

be as high as 60 percent by the Watal Committee on digital payments  
b) The possibility of transaction failures due to a biometric mismatch are real 
c) Devices used for Aadhaar identification could store personal information, which, in turn, could 

be susceptible to a breach. 
d) The concerns over potential misuse of biometric data by private agencies have also been 

highlighted by the Supreme Court of India.  
e) current laws and policies regarding the Aadhaar project, particularly the centralised database, 

are inadequate from the point of view of data security and end-user privacy 

4) Linking Aadhaar with Public Services 

 It will promote efficiency as the information is biometrically authenticated and little room is left for 
discrepancy. 

 It will help in catering to the growing corruption as fraudulent activities would be minimized again 
due to biometric authentication. 

 The illegal access to services will also be minimized. For example: no fake job cards for MGNREGA. 

 The resources would be cautiously used by the general public. For example: limited LPG gas 
cylinders to each household above which subsidy would not be granted. 

 Will further arrest leakages through Identity Authentication & Weeding out Bogus Connections 
which further arrest Subsidy loss & help in Fiscal Savings  

 Digitalization in service delivery and Streamline PDS entitlements through Standardized process  

 Challenges 
a) The critical information of the Aadhaar Card can be misused by anti-social elements of the 

society and terrorist groups if they somehow find access to it. 
b) The national security may be at risk if the information is leaked to foreign agencies. 
c) Aadhaar Card is not still available to every eligible citizen of the nation. Still a lot of work needs 

to be done. 
d) Technical issues like Fingerprint Mismatch needs to be resolved  
e) PDS dealers often give people less than what they are entitled to. Though the Aadhaar is able to 

tackle the 'identity fraud’, but not able to tackle 'quantity fraud'. 
 
 


