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Understanding the ‘Aadhaar’

To reap the benefits of demographic dividends and revitalise the rotten part of economy, the Government of India 
has launched its most ambitious project ‘Aadhaar’, which aims at issuing UID numbers to all Indians. The Unique 
Identification Authority of India (UIDAI) has been established to oversee and implement the project. UID number is a 
12-digit unique number issued by UIDAI. With an estimated cost of R1.5 lakh crore, the authority plans to issue 600 
million UIDs by 2014. There will be centralised store of demographic and bio-metric information of all individuals 
covered under the project. The benefits of the project (if successfully implemented) include financial inclusion of all, 
single national identity proof, improvement in social benefits schemes and PDS systems and strengthening of scores 
of institutions. However, privacy issue, technical wherewithal and glitches and actual coverage of all are some of the 
snags which may pose questions about its viability.

A famous film actor said in a movie, “India is not a place 
of Indians. The people here are Gujarati, Bihari, Kannad, 
Marwari or Telgu and so on. The only thing which binds 
them as Indians is ‘Cricket’.” Just as we have reached 
at the pinnacle in World Cricket, the Government of 
India is also trying to address the identity challenge by 
issuing a single identity number; Unique Identification 
Number (UID number) or ‘Aadhaar’.

First UID Recipient: Ranjana Sonawane of Tembhli 
village (in tribal Nandurbar district of Maharashtra) 
had her day of fame when she received the first UID 
number from our Prime Minister Dr. Manmohan Singh. 
On the occasion, Dr. Singh had said the UID rollout 
symbolises a new and modern India. "We are making 
rapid progress in the field of technology. Nowhere in 
the world, has technology been used in such a big way. 
I hope every citizen will get this number very soon”.

‘Aadhaar’, the most ambitious and envisioned 
project of the Government of India, launched in 
February, 2009 with the establishment of Unique 
Identification Authority of India (UIDAI). This authority 
is tasked with issuing the UID number to all Indians. It is 
headed by the renowned first-generation entrepreneur, 
Mr. Nandan Nilekani, who has been given the rank of 
Cabinet Minister following his appointment. Mr. Ram 
Sewak Sharma is the Director General of the UIDAI.

CA. Gagan Jain

(The author is a member of the Institute.  
He can be reached at eboard@icai.org)

AADHAAR CAMP
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The source of power for UIDAI is the proposed 
‘National Identification Authority of India (NIAI) Bill, 
2010’.

What Is Aadhaar/UID Number?
Aadhaar is a 12-digit1 number to be issued by UIDAI. 
The number will be stored in a centralised database 
and linked to the basic demographic and biometric 
information. Some key points of Aadhaar are:
▪ It is not a card, but a randomly generated number;
▪ It is voluntary, i.e., one may or may not apply for 

UID number. Further, it will be issued irrespective 
of existing documents;

▪ It will not have information regarding caste, religion 
and language.

The Logo
The logo comprises a sun in red and 
yellow, with a fingerprint traced across 
its centre. It represents a new dawn 
of equal opportunity for all. The logo 
was designed by Mr. Atul S. Pande of 
Pune.

The Timelines
The first UID numbers were planned to be launched 
over the next 12 to 18 months, starting August 2009. 
In keeping with the time frame, the first number was 

issued on 29th September, 2010. Over the next five 
years, UIDAI plans to issue 600 million UIDs through 
'registrar' agencies across the country.

Estimated Cost
Considering the vast coverage and security concerns, 
the cost of project is estimated to be around R1.5 lakh 
crore by the Frontline magazine. The cost is justified 
considering that a London School of Economics’ 
analysis of a similar venture mulled over by the British 
Government projected the cost between £10 billion 
and £20 billion. However, replying to this question,  
Mr. Nilekani said, “I don’t agree with that estimate. I 
don’t know what the exact figure is, but it is much less 
than that by a factor of ten.” 

Budget Allocation: UID was allocated R1900 crore 
in the Union Budget 2010-2011 and R1470 crore in  
2011-2012.

How Are Various Entities Involved in UID 
Connected to UIDAI?
UIDAI is headquartered in Delhi and has a technology 
centre in Bangalore. It also has regional offices in 
Chandigarh, Delhi, Lucknow, Ranchi, Guwahati, 
Mumbai, Hyderabad and Bangalore. A lot of agencies, 
State Governments and officers have been involved 
with the project. The following diagram depicts the 
position and role of various entities involved:

Rs.50 per successful 
generation of 

Aadhaar.

Enrolling Agencies

Enrolment Centres Enrolment Centres Enrolment Centres

Enrolment Station Enrolment Station

Enrolment Station

Empanel for One year 

Registrar includes Government, 
Public Sector and Private Sector 
Organisations.

UIDAI

CIDR REGISTRAR

Authorises Registrar 
to enroll people.

CIDR is resposible to process & 
store data collected by registrar.
Further, Authenticity of indentity is 
also con�imed by CIDR.

Planning Commission of 
India

1 Actually the total digits are 16. Last four digits are residence/address related number. These will be hidden and irrelevant for the applicant. Further, 
these would change with the change in address)
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2 It is also proposed to issue a 16 digit UID number to every individual above 15 years of age, including NRIs, and foreigners residing in India. But it is 
still unclear, how the Government will take their biometric details.

‘It is estimated that ‘18,000 application progra-
mmers, 36,000 business process reengineers and 
1,500 consultants will be required as UID spreads 
through the economy.’*

* (Sources: Unique Identification Authority of India; 
CLSA Asia-Pacific Markets)

The database will be maintained in English. The 
communication between resident and UIDAI will be in 
English and the local language.

Who Can Apply For Aadhaar? What is the Process 
of Getting UID Number?
An individual, who is a resident2 of India and satisfies 
the verification process, can apply for UID Number

Process of Getting UID Number

A person, after seeing the advertisement for the UID 
enrolment, goes to the enrolment station. His/her 
demographic details are entered and/or scanned 
by the appointed persons. These details, along with 
documents, if any, submitted by the applicant are 
sent to the registrar who passes the details to CIDR 
(Central Identification Data Repository). The physical 
documents are kept at registrar’s office for records.

CIDR executes the de-duplication process and 
verifies other prescribed criteria. If the results show non-
existence of these data, a UID number is issued to the 
person concerned. Otherwise, a letter of non-issuance, 
along with the reasons, is sent to the applicant.

The UIDAI is working hard and speedily to bring 

more and more people under the UID coverage with 
its vast network. The enrolment trend is shown in the 
following chart:

(Source: Aadhaar portal)

About 45 lakh UID numbers have been issued till 
March, 2011. It is estimated that from 1st October, 2011, 
ten lakh numbers will be generated per day.

Information to be Stored in Database—  
Biometric Mystery
There are two types of information which are to be 
provided by an individual:
▪ Demographic Detail: Name, gender, date of birth 

(DoB), address, parent/guardian details, contact 
details - phone and email (Optional).

▪ Biometric Details: Photo, ten finger prints and Iris 
scan.

The inclusion of biometric information will be a 
tough task as handling of various high technological 
instruments will raise a big question mark on the 
precise collection of information.

Despite these possible impediments, UIDAI has 
chosen a set of biometrics because:
▪ Many Indians, particularly the underprivileged, 

don’t have the documents needed to establish 
their identity;

▪ Even if a person has an identity proof, it will be 
tough for him/her to avail the attached benefits on 
moving from one state to another as the identity 
proof is issued by local administration.

How Will the Identity be Confirmed?
Aadhaar authentication process will enable residents 
to prove identity and service providers to confirm the 
identity to supply services and give access to the 
benefits. The UIDAI confirms either proof of identity 

adhaar authentication process will 
enable residents to prove identity 
and service providers to confirm 
the identity to supply services 
and give access to the benefits. 

The UIDAI confirms either proof of identity or 
verifies the information provided by a resident 
based on the data available in the CIDR at the 
time of authentication. Aadhaar authentication 
service only responds with a ’yes/no’ and no 
personal identity information is returned as part 
of the response.
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or verifies the information provided by a resident 
based on the data available in the CIDR at the time 
of authentication. Aadhaar authentication service only 
responds with a ’yes/no’ and no personal identity 
information is returned as part of the response. 
(Source: www.UIDAI.gov.in)

‘Aadhaar is Going to Revolutionise the Life of 
Common Man’
Some of the benefits of Aadhaar are as follows:
▪ Aadhaar Enabled Bank Accounts
 Aadhaar enabled bank accounts to be opened free 

for every resident if he/she agrees to the same. This 
consent will be requested from the resident at the 
time of enrolment. The accounts would be opened 
for everyone, including children. Such accounts 
will speed up the process of disbursement of social 
benefits (e.g., pension, payment under various 
schemes such as NREGA).

  Further, the Micro-ATM network will cover 
every nook and corner of India. A Micro-ATM is 
a hand-held device with biometric authentication 
capability. It will allow cash withdrawal and deposit, 
balance enquiry and remittances.

  It is estimated that 500 million adults could 
enter the banking system through UID-linked basic 
banking accounts serviced through local grocery 
stores and cell-phone service providers. 

▪ Synchronisation of Identity Proofs
 ‘A person was denied of his identity because 

Bihar Government refused to accept the driving 
license issued by the Rajasthan Government. 
Another person could not open a bank account in 
Maharashtra because he has address proof of his 
home in Tamil Nadu.’ A common Indian confronts 
such problems everyday.

  The UID number can eventually make it easier 
to get a passport, driver’s licence, bank account, 

voter Id and PAN card. Further, the UID number will 
be enough to establish the identity of a person and 
validate of his (any) identity proof.

  Recently, the Election Commission proposed 
to link all Voter IDs with the UID. This will help in 
resolving the problem of duplicate Voter ID.

▪ Social Benefit Schemes and PDS System
 The sorry state of our social benefits schemes and 

PDS system was aptly captured by former Indian 
Prime Minister Rajiv Gandhi when he said, “Only 
a mere 16 paisa of Re 1 spent by the Government 
reaches the poor.”

  With the UID number, benefits under various 
government schemes can directly be linked to 
the target person’s account. This will correct the 
irregularities in the current database. (It is ironical 
to have more Below Poverty Line – BPL cards than 
the number of BPL people)

  Finance Minister Pranab Mukherjee proposed 
direct cash subsidy to BPL people for LPG, 
kerosene and fertilisers in the Union Budget 2011-
2012. UID will help in this task.

Bird's Eye View on Economic Gains to 
Exchequer from UID Project.
▪ $10 billion is the projected value of the UID’s 

annual commercial opportunity by 2016.
▪ Indian Government can save $100 billion over 

the next five years if social services schemes 
use UID to eliminate bureaucratic layers, 
stem corruption and pay the poor directly.

▪ One-third of the subsidies paid by the 
Government can be saved if UID is universally 
implemented and schemes tightened.

▪ $5 billion is the estimated value of new IT 
services and reengineering of business 
processes around UID over the first five years 
of the project.

▪ Aadhaar To Strengthen the Base of Institutions
a.  Banks: UID will provide vast data regarding 

present and potential customers. Every bank can 
participate in the Universal Bank Access Mission 
of the government. They can also be a part of 
UID-enabled bank. Further, credit information 
services providers, such as CIBIL, can integrate 
their database with UID’s which will iron out the 
problems of fake/duplicate IDs, etc.

b.  Hospitals: Indian Medical Association, with the 
help of UIDAI, can create a central database that 
will contain all the medical details of the residents 
at a single place. This will save a patient’s cost 
on check-up and various tests. Apart from this, 

adhaar enabled bank accounts to 
be opened free for every resident 
if he/she agrees to the same. This 
consent will be requested from the 
resident at the time of enrolment. 

The accounts would be opened for everyone, 
including children. Such accounts will speed up 
the process of disbursement of social benefits 
(e.g., pension, payment under various schemes 
such as NREGA). It is estimated that 500 million 
adults could enter the banking system through 
UID-linked basic banking accounts serviced 
through local grocery stores and cell-phone 
service providers. 
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database can be an information hub for medical 
and scientific research. The Government could also 
identify the type and severity of diseases spreading 
across the country.

c.  Telecom Service Providers: With nearly 720  
million subscribers (Wireless and landline), 
India has the second largest telecommunication  
network in the world. With UID, the access to  
telecom services will be greater and faster. It  
is estimated that 60 million new cell phone 
subscribers, most of whom cannot currently prove 
their identity, can be added through UID. The 
benefits will also be felt in the Internet space. 

d.  Employee PF Organisations: A recent news 
article mentioned, ‘the retirement fund manager 
EPFO plans to replace PF account number with 
unique identification number, a move which will 
help in speedy transfer of a subscriber's funds in 
case of job change and allow them to track their 
accounts online.’

e.  Tax Authorities: Duplicate identity proofs, benami 
accounts, minute changes in the spelling of 
name have been big snags for tax authorities. 
It is proposed to align PAN and other personal 
identification numbers with the UID. This will help 
the authorities to follow the trail easily and quickly.

f.  Financial and Regulatory Institutions: The 
Ministry of Finance has sought the views of 
capital market regulator Securities and Exchange 
Board of India (SEBI) on making the UID number 
mandatory for all securities transactions, a move 
that, if implemented, could help SEBI track 
incidents of frauds and money laundering in market 
transactions.

g.  Indian Railways: ‘Financial problems have forced 
Indian Railways to look at restricting subsidy and 
concessions to the deserving. It is looking to 
UIDAI for ensuring accurate identification of the 
beneficiaries of its low-cost services.’ This will help 
the railways to ensure that people who are not 
entitled to discount services such as ‘Izzat Scheme’ 

are not benefited by the low fare. (Source: Business 
Standard)

The UID may help in overcoming problems relating 
to immigrants and foreigners. Major problems of 
corruption, and even inflation, can be solved with the 
implementation of Aadhaar project.

Indian army can also use UID to enhance security.

Obstacles in the Way
The UID does have some negatives too, which may 
have an effect on the potential fruits of the project. 
Some of them are:
1.  Civil Liberty and Security Breach: There are no 

‘safeguards’ for preventing violation of civil liberties 
and security breaches. There are also serious 
issues of e-surveillance. In this regard, the UIDAI 
has laid down protocols, regulations and standards 
to be adhered by registrars, enrolling agencies, UID 
personnel and everyone involved in the project.

  As the cyber war intensifies, the fear of 
hacking is worrying a lot of people. Any leakage of 
information will have unimaginable repercussions.

2. Privacy Safeguard: The UID itself only collects 
standard attributes, but since the enrolling system 
is through partnership with existing agencies such 
as LIC, banks, PDS shops, etc. the full board of 
UIDAI may have additional data fields related to 
identity. This information could compromise privacy 
and leave it open for misuse with racial profiling 
being an obvious threat. Countries such as the UK, 
Australia and the US have found similar measures 
unworkable with serious probability of abuse. The 
state will have the means to track every transaction 
made using the UID.

3.  Voluntary Vs. Mandatory: Although the UID team 
stresses that the number is voluntary, it seems 
mandatory for all practical purposes. A similar 
thing happened with PAN (Permanent Account 
Number) too. Theoretically, PAN is not mandatory 

ndian Medical Association, with 
the help of UIDAI, can create a 
central database that will contain 
all the medical details of the 
residents at a single place. This 

will save a patient’s cost on check-up and 
various tests. Apart from this, database can be 
an information hub for medical and scientific 
research. The government could also identify 
the type and severity of diseases spreading 
across the country.

I

here are no ‘safeguards’ for 
preventing violation of civil 
liberties and security breaches. 
There are also serious issues of 
e-surveillance. In this regard, the 

UIDAI has laid down protocols, regulations and 
standards to be adhered by registrars, enrolling 
agencies, UID personnel and everyone involved 
in the project. As the cyber war intensifies, the 
fear of hacking is worrying a lot of people. Any 
leakage of information will have unimaginable 
repercussions.
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but virtually, it has become an identity proof in the 
financial world.

4.  Power Entrusted with UIDAI: The UIDAI is an 
executive body of this project. Generally, the 
executive bodies are entrusted with routine and 
some other important power. The remaining  
powers are retained with legislative body. The 
judiciary takes care of matters in conflict with or 
against the executive body. However, NIAI Bill,  
2010 has delegated at least 25 functions to the 
proposed authority including crucial legislative 
functions. (For example, the definitions of 
‘demographic information’ and ‘biometric 
information’ are to be decided by the authority). 
Further, the authority has the sole power to establish 
dispute resolution mechanism on matters related 
to the project. 

5. Conflict with Other Acts: The proposed bill 
has several provisions which overlap with the 
Information Technology Act, 2001. Similarly, this 
project is expected to invite protests from several 
quarters on issues such as legal authority, database 
management and technical collaborations.

6.  Coverage of All: The UID aims to cover everyone 
in its database to realise the dream of inclusive 
growth. 

‘But is it possible to get information from an 
illiterate living in a remote tribal area, where the entry 
of strangers is considered as an attack on the privacy 
of the community?’

Many NGOs are promoting eye donations. If a 
UID registered person donates his/her eyes (after 
death) to an unregistered blind person, how will 
the latter establish his/her unique identity?

Apart from these, the project entails a huge burden 
on the exchequer. All institutions need to upgrade 
or change their technologies or database system to 

be compatible with UID database. This may involve 
substantial cost.

Finally, let’s remember, like with most things, the 
UID model is only as good as its application.

Conclusion
All new systems carry potential benefits as well  
as consequential dangers. We may confront with 
several technical, financial and physical snags. But  
what matters is how we tackle them during 
implementation. 

As Mr. Nilekani has said, “the inclusivity that this 
project would provide for the 700 million people in this 
country, who were outside the system, was immense 
enough to justify doing it.”

The mere issuance of UID number would not be 
enough. The real benefits will come after integrating it 
with other government systems and scaling it up to a 
level where ‘red tapes’ become red carpets.

If we look globally, Social Security Number (SSN) 
has become mandatory for obtaining driving licence 
and opening bank accounts, etc, in the US. It is virtually 
playing the role of UID number. According to Privacy 
International, currently close to a hundred sovereign 
nations have National Identification Cards (NIC). 
Finland, Germany, Australia, Colombia and Israel also 
have their national ID cards. China and Bangladesh 
are instituting biometric ID cards. European Union is 
also considering the possibility of having a pan-Europe 
E-Identity Card.

Considering the overall perspective, an Indian 
should get his/her unique Identity. India’s much talked 
about demographic dividends may become its major 
liabilities, if not handled properly. So let us bring a new 
and powerful tool which has immense potential to 
enrich the life of a common Indian.

Go to the below link to get your UID form:
ht tp : / /u ida i .gov. in / index .php?opt ion=com_
wrapper&view=wrapper&Itemid=217 n

he mere issuance of UID number 
would not be enough. The real 
benefits will come after integrating 
it with other government systems 
and scaling it up to a level where 

‘red tapes’ become red carpets. If we look 
globally, Social Security Number (SSN) has 
become mandatory for obtaining driving licence 
and opening bank accounts, etc, in the US. 
It is virtually playing the role of UID number. 
According to Privacy International, currently 
close to a hundred sovereign nations have 
National Identification Cards (NIC).
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