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India-Bhutan UPI Postal Link — Digital
Diplomacy as the New Neighbourhood First

& Mint 22 March 2026

Mint Mint MAINS RELEVANCE: | GS Paper 2 GS Paper 3

INTERVIEW ANGLE

“India’s UPI is now active in 7+ countries — how can digital payment infrastructure serve as a

tool of economic diplomacy and regional integration?"

& WHY IN NEWS

The India-Bhutan postal cooperation MoU, signed during Secretary (Posts) Vandita Kaul’s visit to Bhutan
(March 19-22, 2026), includes a landmark UPU-UPI cross-border remittance initiative — integrating India’s

digital payments infrastructure with the global postal network for affordable fund transfers.

UPI as a Diplomatic Instrument

India’s Unified Payments Interface has evolved from a domestic payments solution to a tool of economic

diplomacy:
COUNTRY UPI STATUS YEAR
Singapore Active (via PayNow-UPI link) 2023
UAE Active 2023
Sri Lanka Active 2024
France Active (Eiffel Tower, select merchants) 2024
Mauritius Active 2024
Nepal Active (via NIPL linkage) 2025
Bhutan Postal remittance planned 2026
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What makes the Bhutan initiative unique is the postal network integration — using the Universal Postal
Union’s PosTransfer system as the backbone. This means UPI-linked remittances will flow through post offices

in both countries, reaching people who may not have bank accounts or smartphones.

Why This Matters for India’s Neighbourhood

O Financial inclusion: Bhutan’s banking penetration in rural areas is limited. Post office-based UPI

enables financial services for underserved populations

2] Remittance cost reduction: Current India-Bhutan remittance channels involve bank wire
transfers or hawala — expensive and sometimes informal. UPI via postal network offers a low-cost,

formal, and traceable alternative

3] Digital infrastructure export: India is effectively exporting its fintech stack — UPI, Aadhaar-like
systems, and digital payment rails — as public goods. This creates dependencies that are more benign

than China’s BRI loans but equally strategic

o Postal network modernisation: India Post’s 1.6 lakh offices — the world’s largest postal network

— become fintech access points, justifying their continued relevance

The Broader Vision: India Stack Goes Global

The UPI-postal link is part of India’s larger “India Stack” export strategy:

e UPI: Digital payments (7+ countries)

e DigiLocker: Digital document verification

e CoWIN: Vaccine management platform (offered to 100+ countries)

e MOSIP (Modular Open Source Identity Platform): Digital identity framework adopted by

multiple countries

The editorial argues that India should formalise this as a “Digital Public Goods” foreign policy pillar —

offering free or subsidised digital infrastructure to neighbours as an alternative to Chinese tech dependency.

Cautions

@ Data sovereignty: Cross-border UPI creates data flows that need clear governance frameworks —

whose data is it, where is it stored, who regulates disputes?

© Dependency risks: If India’s digital systems become essential infrastructure for neighbours, any

disruption (technical or political) has outsized impact

© Interoperability standards: Each country integration is currently bilateral — a multilateral

framework (SAARC/BIMSTEC-wide) would be more efficient

India-Bhutan UPI Postal Link — Digital Diplomacy as the New Neighbourhood First 3/7


https://ujiyari.com/

\\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

UPSC RELEVANCE

UPI, NPCI, UPU, India Post facts, DigiLocker, MOSIP.

MAINS GS-2:

India-Bhutan relations, neighbourhood first policy, digital diplomacy.

MAINS GS-3:

Digital infrastructure as economic tool, fintech innovation, financial inclusion.

ESSAY:

“In the 21st century, the nation that exports its digital infrastructure shapes the rules of the digital

world.”
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FACTS CORNER — KNOWLEDGEPEDIA

I UPI (UNIFIED PAYMENTS INTERFACE):

Developed by: NPCI (National Payments Corporation of India)
Launched: April 2016
Monthly transactions (2025): 17+ billion
International presence: Singapore, UAE, Sri Lanka, France, Mauritius, Nepal, Bhutan
| INDIA POST:
Largest postal network: ~1.6 lakh post offices
India Post Payments Bank (IPPB): Launched 2018; banking via postmen
Rafi Ahmed Kidwai National Postal Academy: Ghaziabad, UP
| UPU (UNIVERSAL POSTAL UNION):
UN specialized agency
HQ: Berne, Switzerland
Established: 1874
PosTransfer: UPU’s digital remittance platform
I INDIA-BHUTAN RELATIONS:
India is Bhutan’s largest trading partner and aid donor
Bilateral trade: ~$1.5 billion
Hydropower cooperation: India buys surplus power from Bhutan
Key projects: Mangdechhu, Punatsangchhu-I, Punatsangchhu-II (hydropower)
India-Bhutan Treaty of Friendship: 2007 (revised from 1949 treaty)
I OTHER RELEVANT FACTS:
NPCI International (NIPL): Subsidiary of NPCI for international UPI deployment
RuPay: Indian card network, also expanding internationally
India Stack: UPI + Aadhaar + DigiLocker + eKYC — open digital infrastructure

MOSIP: Used by Philippines, Ethiopia, Morocco, and others for digital ID

Sources: Mint , PIB , DD News
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