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UNLOCKING 
INDIA’S LIQUIDITY
Exploring digital solutions and managing cross 
border payments in India’s rapidly changing 
financial ecosystem

India’s mixed economy 
is being transformed 
by digital technology, 

yet corporates continue to 
stretch their Days Payables 
Outstanding (DPO) to 
potentially detrimental levels. 
According to a recent survey 
conducted by Atradius, Indian 
companies have the highest 
number of late payment  
days in the Asia-Pacific  
region, taking on average, 95 
days. In partnership with  
Visa, CorporateTreasurer 
conducted a roundtable in 
Mumbai to explore how 
new payment solutions have 
the potential to effectively 
streamline India’s corporate 
payments.

SETTING THE SCENE
Despite the pace of digital 
transformation in India, 
managing working capital 
and payments continues to 
challenge corporate treasuries.

As global transactions 
become increasingly complex, 
traditional relationships 
with the banking sector are 
changing as companies seek 
faster payments both locally 
and across borders. The 
recent roundtable discussion 
highlighted diverse issues 
facing corporate treasuries 
and CFOs in India.  

Despite growing acceptance 
of electronic payments locally, 
India’s bureaucratic paper 
trail continues to impact 

cross-border transactions. 
Business-to-business 
(B2B) IT infrastructure 
company Dimension Data 
India, a part of NTT Group; 
one of the world's largest 
telecommunications service 
providers, suffers from this 
issue. While finance controller 
Pawan Nawal’s local payments 
are made electronically, the 
company predominantly 
makes cross border payments 
to global original equipment 
manufacturers (OEMs). Due 
to India’s complex regulations 
for overseas remittances, this 
requires time and paperwork. 

“From a customer 
perspective, collections and 
payments are electronic, and 

since we are a B2B company, 
when it comes to inflow 
funds, it’s all electronic. 
However, the outflow of funds 
is paper based because we 
need to provide documents 
to bankers due to legislative 
requirements,” Nawal says.

“In India, we have different 
regulations for cross border 
products and services. 
Products, for example, do 
not require third-party 
certification. However, the 
original vendor invoice 
copy and the bill of entry 
are physical documents you 
have to submit to banks 
and only then, will you get 
remitted. Services require 
an independent chartered 

accountant certification plus 
invoicing. Prior to remittance, 
we have to withhold taxes, 
independent of remittance. 
So we have two separate 
activities which we need to 
carry out, one for products 
and one for services.”

Cross-border transactions 
also impact on liquidity and 
profitability of the Essar 
Group that has interests 
in Indian steel making, 
power generation, ports and 
shipping, as well as refining 
20% of the UK’s oil products. 
Major challenges for group 
treasurer Aashish Pitale 
continue to be minimising 
the cost of borrowings, 
maximising working capital 
and managing treasury.

Essar recently sold its 
Indian oil business but 
retains its UK refinery. Using 
crude oil as an example, 
Pitale explained his strategy 
for managing cross border 
transactions.
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"I WOULD LIKE TO SEE 
UNIFORMITY AMONG 
BANKS. MODELS 
VARY A LOT IN THEIR 
TREATMENT OF 
CREDITORS, LOANS 
AND TURN AROUND 
TIMES" 
Aashish Pitale,  
Essar Group

Swasti Bhowmick, Rediff.com India Daniel Flatt, CorporateTreasurer

 “I deal with governments, 
quasi governments and large 
corporates. My payments 
are primarily to companies 
like Venezuela’s PDBSA 
oil company and Mexico’s 
Pemex and purchasers are, 
for example, auto companies 
needing steel, so the critical 
factor becomes working 
capital,” he says. 

“Prior to selling the oil 
business, we upgraded our 
Indian refinery to handle a 
heavier grade of crude oil, to 
reduce import costs. We used 
to buy light (more expensive) 
crude from the Middle East. 
Shipping from the Middle East 
to India took five days but 
from Mexico or Venezuela, it’s 
35 days.” 

To minimise the cost of 
borrowings over 35 days, 
Pitale uses an intermediary 
bank. After purchase, the 
company transferred title to 
the intermediary until the 
oil reached Indian territorial 
waters, essentially buying 

time. 
“Based on international 

accounting guidelines, when 
you transfer title, and it’s an 
outright sale and repurchase, 
then the buying entity, the 
bank, gets capital relief 
because they own the goods. 
They can set it off against 
their costs and it’s a benefit 
for them. Of course, there’s 
a charge for this facility,” he 
says.

Pitale also used another 
solution to minimise costs 
and maximise working capital 

when banks, particularly US 
banks, became unwilling to 
undertake these transactions 
after the BP [Deepwater 
Horizon] oil spill. Using 
an alternative method, the 
seller, i.e. PDVSA, entered 
into an arrangement with a 
bank. Title is kept with the 
seller and the bank acted an 
intermediary with an option 
to sell back to the seller, at a 
fixed or difference in price. 

Long lead times of up to 48 
days between purchase and 
product sale also affect Essar’s 
working capital and gross 
refining margins.

“Typically we have inventory 
of about US$2 billion of crude 
oil, with the company buying 
roughly a million barrels every 
four to five days. The amount 
we buy over those six weeks 
is exposed to price variation 
so I do inventory hedging. My 
share price is valued on gross 
refining margins (GRMs). 
Just like crude prices, if these 
vary, then my multiple falls. 

Shareholders aren’t going 
to give me a good multiple 
if there is no predictability 
in cash flow. Cross border 
transactions also involve 
commodity and foreign 
exchange risk because I’m 
buying crude in say US dollars 
but selling in British pounds 
or euros,” he says.

CONSISTENCY AND 
TRADITION
Pitale, who’s background was 
investment banking, says 
India’s banking system is 
changing but it’s still plagued 
by inconsistent treatment of 
corporates even though the 
same regulations apply to all 
banks and it’s a grievance 
corporates have already raised 
with the Reserve Bank of 
India.

“I deal with about 40-45 
banks. My trade finance is 
mostly with foreign banks or 
foreign branches of Indian 
banks. For my working 
capital, I primarily use Indian 

banks, using rupee or dollar 
financing because I’m based 
here and most of my assets are 
here. What I would like to see 
is uniformity among banks. 
Models vary in their treatment 
of creditors, in the way they 
treat a particular loan and 
in their turnaround times. If 
I’m in urgent need of money, 
I go and see Bank X, and even 
though I’ll pay 1% extra or 
50 basis points extra, I know 
Bank X can turn around 
quickly,” Pitale says.

He says even in a 
consortium where there are 
typically five to ten banks 
involved, bankers take more 
time to make decisions than 
corporates due to the slow 
pace of decision making.

Although its payments 
are almost 100% electronic, 
news and entertainment 

portal Rediff.com India’s 
chief financial officer Swasti 
Bhowmick agrees with Pitale 
that India’s banks need to do 
more for customers. 

“Newer banks are more 
technologically advanced than 
older banks whose operating 
systems still don’t recognise 
Chrome! Banks need to 
develop a simple plug and play 
system, otherwise we spend 
a lot of time fixing issues,” 
Bhowmick says.

The tendency for banks 
to look at an individual 
customer’s problem as a 
stand-alone process also 
frustrates PayMate’s chief 
financial officer Vishvanathan 
Subramanian.

“We want a product to be a 
standard one which addresses 
90% of problems faced by 
companies across the vertical 

without us intervening 
on a case by case basis,” 
Subramanian says.

He thinks the resistance by 
traditional banks to adopting 
new digital solutions is partly 
due to their entrenched 
culture, reluctance to adopt 
change and a hierarchical 
system based more on 
seniority.

“Often, I have to interact 
with someone who has 
just relocated and has no 
background about my business 
or long term relationship. I 
think older people are more 
resistant to change and 
younger ones don’t get to 
make decisions, so change 
doesn’t happen as fast as it 
should,” Subramanian says.

Banks however, can’t 
take the whole blame for 
slow payments. Bhowmick’s 

previous experience on the 
operational side of finance at 
Tata, involved streamlining 
manual payments to an 
electronic platform. He 
discovered that finance 
centres also had a tendency to 
sit on payments.

OPPORTUNITIES AHEAD
PayMate, a venture capital 
backed corporate, is a pioneer 
in introducing commercial 
card platforms in India from 
a B2B payments perspective. 
Paymate was the first to 
introduce a prepaid wallet for 
mobile phones in the country. 
It is the only company to hold 
a patent for mobile banking. 
Paymate began its journey 
in the business-to-consumer 
(B2C) space and moved into 
B2B operations, beginning 
with car rental payments and 
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Vishvanathan Subramanian, Paymate

Aashish Pitale, Essar Group

Pawan Nawal, Dimension Data India

Chavi Jafa, Visa

"IS THE COST YOU ARE 
WILLING TO PAY TO 
IMPROVE EFFICIENCY 
JOB LOSSES? IS IT 
GOING TO IMPACT 
NEGATIVELY AND 
COST YOU MORE…" 
Vishvanathan Subramanian, 
PayMate

then airlines. 
“Almost 60% of India’s air 

travel is low cost airlines. 
Travel agents have a finite 
working capital, so they use 
commercial cards to make 
payments to airlines. The 
card is used only for making 
payments to vendors, so banks 
that issue cards know there 
is going to be no charge back 
or default. In the past five 
years, there have been cases 
of default, charge back, or 
a travel agent not making 
payments in time with 
respect to commercial card 
transactions that have been 
processed on the Paymate 
Platform. 

“We saw that almost the 
entire business was going 
through our platform and 
all concerns with respect to 
cancellations, backwards 
integration, real time 
confirmation of successful 
transactions and allocating 
inventory to agents were 
immediately addressed,” 
Vishvanathan Subramanian 
says. “Generally, risk is 
lower in B2B transaction 
than B2C transaction. So 
issuing banks know these 
are trusted payments. It’s a 
closed loop transaction that’s 
recognised immediately 
and the service has already 
been provided. Effectively, 
the working capital cost 
compares favourably with 
any traditional offline credit 
product. This is not a fixed 
tenure loan, it’s basically 
revolving credit in typically 
a seven-days/Fifteen-days/
Thirty-days cycle.”

Subramanian says 
PayMate’s product can be used 
by any B2B whether it’s a large 
enterprise making payment to 
many vendors or an enterprise 

receiving multiple payments 
from many small/medium/
large customers.

“As a medium for payment 
to vendors, the commercial 
card is a huge opportunity. 
PayMate has no manual 
intervention at any stage in its 
automated platform. From the 
time a user registers on the 
platform, until the payment 
goes to the vendor, the entire 
process is automated,” he says. 

Chavi Jafa, Visa’s head of 
business solutions for India 
and South Asia, manages the 
commercial cards business 
and its B2B payments 
business. She says while most 
people think of Visa as their 
domestic credit card, the 
company is also involved in 
making B2B flows efficient for 
issuers, banks, corporates and 
small businesses wanting a 
commercial card platform. It’s 
also looking at how to deliver 
working capital to those who 
need it, and how to develop a 
more efficient ecosystem.

“Think of Visa as a simple 
16 digit account number that 
works on a card network, 
which allows us to give credit 
at any point in time,” Jafa 
says.

HoweverMeanwhile, 
Rediff.com’s Bhowmick has 
some reservations about 
commercial card platforms. 
He feels they are still too 
compartmentalised.

“We run an ecommerce 
operation as well and a typical 
transaction for a ecommerce 
vendor is around 800 rupees 
per transaction… These guys 
in reality don’t get any credit 
from the market, because 
they’re largely unorganised in 
their buying e.g. from China 
etc., and they don’t make any 
profit,” he says.

“Is there any possibility 
of organising this segment? 
They’re completely starved of 
cash. This segment probably 
needs a helping hand to give 
them a product. Typically, 
when we pay out, , everyone 

has a grade. If you are a high 
performing company, you get 
payment in 14 days, if you 
are not a high performing 
one, you get it in 45 days. 
An absolutely top of the line 
corporate will get payment 

in seven days. We need to do 
something for these small 
guys,” Bhowmick says.

ELECTRONIC SOLUTIONS 
FOR SMES
Both Jafa and Subramanian 

believe there is a huge 
opportunity for commercial 
cards platforms within 
India’s 58 million small 
businesses. Government 
estimates indicate the MSME 
sector has debt demand of 

around US$520 billion but 
the banking system can 
only provide US$220 billion. 
Subramanian says this leave a 
gap of around US$300 billion 
for good SME companies 
operating with low profits, 
whose balance sheets are 
different than an enterprise 
that gets audited.

Visa’s sees commercial 
cards as uniquely placed to 
address this working capital 
gap needed by entrepreneurial 
SMEs. Jafa believes a credit 
platform can help alleviate 
this group’s credit issues by 
providing low cost working 
capital that is accessible 
immediately and at a lower 
cost.

“Visa has a large set of 
suppliers and it’s the same 
issue our suppliers face across 
the globe,” she says.

“The typical small family-
owned store doesn’t have 
access to credit and the cost of 
borrowing is probably as high 
as 20%. If they are receiving 
payments, say from a large 
ecommerce player who needs 
to make payments to them, 
by using a credit platform, 
they get funds immediately. 
They don’t need to wait 14 
days because a large player 
is not out of funds if it’s on a 
credit card platform, so this 
helps deliver working capital 
to them immediately. If they 
need to make payments, they 
can also take advantage of 
the 7-14 days grace period 
provided by a credit platform.”

As for the shortfall in 
working capital for India’s 
small businesses of US$300 
billion highlighted by 
PayMate’s Vishvanathan 
Subramanian, Jafa believes 
this could be effectively 
addressed by commercial card 

platforms. 
“Small suppliers find it 

difficult to get credit and 
working capital and that 
limits their ability to grow. 
But on a credit platform 
they get paid in 24 hours. A 
buying organisation is not out 
of funds for 20-40 days, so 
from a treasury perspective, 
they maintain liquidity. The 
supplier is willing to pay that 
extra 1.8% because if they 
went out in the market, at 
least in India they would have 
to pay more. There are a lot of 
solutions out there but  
the commercial card platform 
is probably the one that 
perfectly addresses the gap,” 
Jafa says.

And Jafa says there are 
plenty of opportunities for 
corporate growth in the 
commercial card space 
given a recent Commercial 
Consumption Report indicates 
B2B flows in India of US$3.9 
trillion, roughly 3 times more 
than consumer expenditure. 

“Only 0.5% of this in the 
B2B space is carded. Even if 
you looked at 2% of that flow, 
there’s a huge amount that 
could go through the system 
which traditional methods of 
lending or supply financing 
might not be able to address. 
So that’s why we’re excited,” 
Jafa says.


