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Abstract

India Post Payments Bank (IPPB), established in 2018 under the Department of Posts, has been one of India’s
most ambitious experiments in combining state-driven financial inclusion with modern digital banking
models. This paper examines IPPB’s financial performance from its inception to 2024, with emphasis on
revenue generation, operational expenditure, profitability, customer adoption, and role in advancing financial
inclusion. Using secondary data from RBI reports, IPPB annual statements, and government press releases,
the study applies trend analysis, CAGR computation, and ratio analysis. The findings reveal that although
IPPB reported persistent financial losses in its initial years due to high operational costs and social
obligations, it achieved breakeven and modest profitability in FY 2023-24. The bank’s strength lies in its
rural reach, Aadhaar-enabled digital platforms, and integration with government transfer schemes. However,
challenges remain regarding regulatory constraints, sustainability, and competition from private fintech
players. The study concludes that IPPB is a critical instrument for inclusive growth but requires policy
flexibility, service diversification, and cost efficiency to remain financially sustainable.
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1. Introduction

Financial inclusion has long been recognized as a cornerstone of inclusive economic development. In India,
the launch of the Pradhan Mantri Jan Dhan Yojana (PMJDY) in 2014 demonstrated the government’s
resolve to ensure every household had access to banking services. Yet, despite progress, millions remained
underserved, particularly in rural areas. To bridge this gap, the Reserve Bank of India conceptualized
Payments Banks in 2015, which were designed to operate with a differentiated model — allowing deposits,
remittances, and payments but prohibiting lending (RBIL, 2015).

Among the licensed entities, India Post Payments Bank (IPPB) stands out due to its scale and government
ownership. With over 1.5 lakh post offices and 3 lakh postal employees, IPPB possesses a unique physical-
digital hybrid model. Its vision is not limited to financial viability but extends to nationwide financial
inclusion. The present study critically evaluates IPPB’s financial performance between 2018-24, examining
whether the bank has been able to balance its social mandate with financial sustainability.

2. Literature Review

The literature on financial inclusion emphasizes its positive impact on economic growth, poverty alleviation,
and social empowerment (Demirgiic-Kunt et al., 2017). In India, several committees, including the
Rangarajan Committee (2008), have highlighted the need for technology-enabled, low-cost banking
models.
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Studies on payments banks reveal a mixed trajectory. Airtel Payments Bank and Paytm Payments Bank
initially struggled due to compliance costs and restricted income streams but gradually moved toward
profitability by focusing on remittance services and partnerships (CRISIL, 2021). Fino Payments Bank has
also reported profitability by leveraging agent-based distribution.

However, there is limited academic research on IPPB’s financial performance. Existing work largely
highlights its contribution to inclusion (Kaur, 2020) rather than profitability. This research fills the gap by
providing a comprehensive financial analysis of [PPB.

3. Objectives of the Study
The objectives are:
1. To analyse the financial performance of IPPB between 2018 and 2024.
2. To evaluate revenue and expenditure trends and their impact on profitability.
3. To assess IPPB’s contribution to financial inclusion and digital adoption.
4. To identify operational and regulatory challenges.

5. To suggest policy and managerial recommendations for sustainability.

4. Research Methodology
e Nature of Study: Analytical, descriptive, and exploratory.

o Data Sources: IPPB annual reports (2018-2023), RBI publications, Ministry of Communications
reports, government press releases, and financial news.

e Analytical Tools:
o Trend Analysis (Revenue, expenditure, customer base).
o CAGR for customer growth and transactions.
o Ratio Analysis (Operating Cost Ratio, Net Profit Margin).

o Comparative Analysis with other payments banks.

5. Analysis and Discussion
5.1 Customer Base and Outreach

From its launch in 2018, IPPB attracted 1 crore customers in its first year, expanding to 9 crore customers
by 2023-24. The growth rate (CAGR ~52%) is among the fastest in the payments bank segment.
Approximately 70% of these customers reside in rural and semi-urban areas, underscoring IPPB’s role
in financial inclusion (IPPB, 2023).

5.2 Revenue and Expenditure Trends
e Revenue rose from 2165 crore in 2018-19 to 815 crore in 2023-24 (CAGR ~36%).
o Expenditure increased from X507 crore to X790 crore in the same period (CAGR ~9%).

o Initially, losses persisted due to high setup costs, IT infrastructure, and agent commissions.
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e By 2023-24, the narrowing gap between income and expenditure resulted in a modest profit of 325
crore.

Table 1: Financial Indicators of IPPB (2018-2024)

Year Revenue | Expenditure R | Net Profit/Loss (X | Customers AePS
RCr.) |[Cr) Cr) (Cr.) Transactions
& Lakh Cr.)
2018-19 165 507 -342 1 0.12
2019-20 | 213 560 -347 3.6 0.56
2020-21 | 301 620 -319 4.5 1.12
2021-22 | 432 675 -243 5.3 1.78
2022-23 678 755 =77 8 2.12
2023-24* | 815 790 25 9 2.55

(*Based on government estimates, 2024)

5.3 Profitability Ratios
e Operating Cost Ratio (OCR) declined from 3.07 in 2018-19 to 0.97 in 2023-24.
e Net Profit Margin improved from -207% to +3% over the same period.

Table 2: Profitability Ratios (2018-2024)

Year OCR [ Net Profit Margin (%)
2018-19 | 3.07 -207%
2019-20 | 2.63 -163%
2020-21 | 2.06 -106%
2021-22 | 1.56 -56%
2022-23 | 1.11 -11%
2023-24 | 0.97 3%

5.4 AePS Transactions and Digital Adoption

IPPB has become one of India’s largest facilitators of Aadhaar-enabled Payment System (AePS)
transactions. Between 2018-19 and 2023-24, transaction value rose from %0.12 Lakh Cr. to %2.55 Lakh
Cr., a CAGR of ~98%. This demonstrates not only IPPB’s digital strength but also its integration with
government Direct Benefit Transfers (DBT) schemes.

5.5 Financial Inclusion Contribution
e Disbursed over X7 Lakh Cr. in DBT transfers.
o Expanded financial literacy programs through postal employees acting as banking correspondents.

e Offered doorstep banking services, particularly relevant during COVID-19 when physical mobility
was restricted.

5.6 Comparative Perspective

e Airtel Payments Bank and Paytm Payments Bank became profitable earlier by focusing on urban
remittances and mobile-based services.

o [IPPB took longer because of its rural-heavy customer base, higher costs, and social service
orientation.
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o Unlike private peers, IPPB’s strength lies in its unparalleled rural distribution network.
5.7 Challenges
1. Regulatory Restrictions: Inability to lend restricts revenue diversification.
2. High Operational Costs: Rural outreach involves costs not borne by digital-only players.
3. Competition: UPI-based fintechs like Google Pay and PhonePe dominate the payments market.

4. Cybersecurity Risks: Rapid digital adoption exposes IPPB to fraud risks.

6. Conclusion

India Post Payments Bank represents a unique experiment in balancing social responsibility with financial
sustainability. Unlike private sector payments banks, which operate with profit-driven motives, IPPB is
entrusted with a dual mandate: to expand financial inclusion in underserved regions while also moving
toward operational self-sufficiency.

The financial analysis reveals a transformational journey:
e From consistent losses exceeding 3300 crore annually in its early years,
e To narrowing deficits between 2021-23,
o To finally achieving profitability in FY 2023-24.

This transition indicates improved cost management, better revenue realization from digital services, and
strong adoption of AePS and DBT transactions. Its ability to scale rapidly in customer base (from 1 crore to
9 crore) and digital transactions demonstrates the latent demand for accessible banking in India’s rural
economy.

However, sustainability remains fragile. [PPB’s revenue model is heavily reliant on commissions and
transaction fees, which may be insufficient for long-term profitability. Unless regulatory changes allow
partial lending or new fee-based services, IPPB risks stagnating.

Despite these constraints, IPPB’s social and economic impact is undeniable: it has democratized banking
access, empowered rural households, and supported the government’s Direct Benefit Transfer architecture.
It has also fostered trust in digital finance among populations previously excluded from the formal system.

Going forward, IPPB can become a global case study in how state-backed institutions can harness existing
infrastructure for inclusive growth. But to sustain itself, it must continuously innovate, adopt technology-
driven cost models, and explore new product offerings within the regulatory framework.

Thus, the financial story of IPPB is not merely one of losses and profits, but of transformation, resilience,
and the pursuit of inclusive growth in the world’s largest democracy.

7. Recommendations

1. Service Diversification: Expand into insurance distribution, micro-pensions, and investment
advisory.

2. Policy Reform: RBI may consider granting limited lending rights under strict safeguards.

3. Technology Leverage: Use Al and blockchain for fraud detection, real-time monitoring, and cost
reduction.
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4. Public—Private Partnerships: Collaborate with fintechs and NBFCs for cross-selling.

5. Cost Rationalization: Optimize postal workforce training and incentivize digital-first transactions.
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