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Abstract 
Digital payment systems have moved from an optional banking facility to everyday 
economic infrastructure in India. UPI, mobile wallets, cards, Aadhaar-enabled payments and 
internet banking now connect households, merchants and public agencies at unprecedented 
speed. This paper examines their influence on financial inclusion and consumer behaviour. 
Digital payments can convert account ownership into regular use, support direct transfers, 
lower distance barriers and give small merchants a formal transaction trail. They also 
normalise instant payments and convenience. Yet access is not identical to meaningful 
inclusion. Weak connectivity, limited digital literacy, fraud, privacy concerns, language 
barriers and uneven grievance handling can exclude vulnerable users. Using descriptive and 
analytical research based entirely on secondary data for 2014 to 2024, the paper reviews 
official statistics and selected studies. It concludes that India's next phase should emphasise 
safe usage, consumer capability, interoperability and accountable innovation rather than 
transaction volume alone. 
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1. Introduction 
India's payment landscape has changed rapidly during the last 
decade. A transaction that once required a branch visit, 
paperwork or cash can now be completed through a mobile 
number or QR code within seconds. The Jan Dhan, Aadhaar 
and mobile ecosystem, smartphone use, low-cost data and 
interoperable infrastructure supported this shift. Payment 
systems now influence the cost of exchange, market reach and 
financial information. The scale of the transition is striking. In 
2023-24, India recorded about 164 billion digital payment 
transactions worth Rs. 2,428 lakh crore, while UPI alone 
accounted for nearly 80 per cent of digital payment volume. 
Its appeal rests on a combination of round-the-clock 
availability, immediate confirmation, low user cost and 
acceptance by merchants ranging from formal retailers to 
neighbourhood vendors [1]. For financial inclusion, transaction 
growth is only the beginning. People must be able to access, 
understand and use formal services in ways that improve 
security and agency. An inactive account or an application 
that a person cannot safely operate offers limited inclusion. 

Digital payments become developmental when they support 
income and benefit receipts, saving, remittance and access to 
suitable services. Consumer behaviour is changing at the 
same time. Cash makes spending physically visible; an app 
compresses payment into a tap, scan or authentication step. 
This improves convenience but may weaken the pause that 
accompanied a purchase. Trust, habit, rewards, speed and 
perceived control now interact with income, price and need. 
Digital payments must therefore be assessed as both an 
inclusion issue and a behavioural-commerce issue. 
 
2. Definitions of Key Terms 
2.1 Digital Payment System 
A digital payment system transfers value electronically 
between a payer and a payee through bank accounts, cards, 
applications, wallets or other authorised instruments. Indian 
forms include UPI, NEFT, RTGS, IMPS, cards, prepaid 
instruments, Bharat Bill Payment System and Aadhaar-
enabled payments. 
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2.2 Financial Inclusion 
Financial inclusion means affordable access to formal 
financial services together with meaningful and sustained use. 
It covers transactions, savings, credit, insurance and pensions, 
supported by consumer protection and financial capability. 
 
2.3 Consumer Behaviour 
Consumer behaviour covers how people identify needs, 
choose, purchase, use and evaluate goods and services. In 
digital payments, it includes adoption, frequency, payment 
preference, spending response, trust, risk and continued 
usage. 
 
2.4 Unified Payments Interface 
UPI is an interoperable real-time system for transfers and 
merchant payments through a virtual address, mobile number 
or QR code. It links participating banks and applications 
within a common architecture. 
 
3. Review of Literature 
3.1 Ozili (2018) 
Ozili (2018) examined digital finance, financial inclusion and 
financial stability. Digital delivery can lower the cost of 
reaching underserved groups, reduce branch-related 
inconvenience and widen access. Benefits nevertheless 
depend on affordable devices, reliable platforms, suitable 
regulation and users' ability to maintain funds in formal 
accounts. The paper is relevant to India because it 
distinguishes technological availability from welfare-
improving use [3]. 
3.2 Kumar, Adlakaha and Mukherjee (2018) 
Kumar, Adlakaha and Mukherjee (2018) studied young Indian 
mobile-wallet users through an expectation-confirmation 
framework. Usefulness and ease of use improved satisfaction 
and continued-use intention. Security also mattered, while 
grievance redressal helped translate security into continuance. 
Durable behaviour therefore depends on service performance 
and problem resolution, not adoption campaigns alone [4]. 
3.3 Sinha, Majra, Hutchins and Saxena (2019) 
Sinha, Majra, Hutchins and Saxena (2019) analysed responses 
from 600 consumers across four cities and three languages. 
Privacy concerns weakened the positive relationship between 
adoption readiness and intention. A consumer may appreciate 
convenience yet resist payment technology when data use 
appears unclear. The study links inclusion with informed 
consent, privacy assurance and communication suitable for 
new users [5]. 
3.4 Raman and Aashish (2021) 
Raman and Aashish (2021) examined 612 mobile-payment 
users in India. Service quality, attitude, effort expectancy and 
perceived risk influenced continued use, while convenience 
and social value were not significant in their model. The 
framework explained 50.7 per cent of variation in continuance 
intention. Commercial success thus depends on a dependable 
experience that reduces effort and risk over time [6]. 
 
4. Problem Statement 
India has achieved rapid growth in digital payment accounts, 
infrastructure and transaction volumes, but the depth and 
quality of inclusion remain uneven. Rural residents, older 
people, low-income consumers, persons with limited literacy 
and users of basic phones may face connectivity, language, 
authentication and confidence barriers. Fraud and delayed 
complaint resolution can also convert convenience into 
financial distress.  

At the same time, frictionless payment may alter spending 
frequency, budgeting and merchant choice. The central 
problem is therefore to determine whether digital payment 
expansion is producing meaningful, safe financial 
participation and responsible consumer behaviour, or 
primarily increasing transaction counts among users who 
were already connected. 
 
5. Objective of the Paper 
The objective of the paper is to examine how digital payment 
systems influence financial inclusion and consumer behaviour 
in India, with attention to access, usage, convenience, trust, 
spending habits and risks, and to suggest measures for making 
digital transactions safer, more inclusive and more 
responsible. 
 
6. Growth of India's Digital Payment Ecosystem 
The Indian ecosystem combines public digital infrastructure 
with competition among banks, payment providers and 
fintech firms. Interoperability has reduced the need for 
consumers and merchants to belong to the same bank or 
application. QR acceptance has lowered entry costs for small 
sellers, while instant confirmation has made remote and face-
to-face payments easier. Network effects then reinforce 
adoption: each new consumer makes acceptance more 
valuable to merchants, and each new merchant makes the 
system more useful to consumers. 
 
Table 1: Growth in Digital Payment Transaction Volumes in India 

 

Indicator FY 2018-19 FY 2023-24 Increase 
(times) 

Total digital transactions (crore) 2,338 16,443 7.0 
UPI financial transactions (crore) 535 13,113 24.5 

Source: Press Information Bureau, Ministry of Finance (2024) [8]. 
 

 
Source: Press Information Bureau, Ministry of Finance (2024) 

 

Fig 1: Total digital and UPI transaction volumes 
 
Table 1 shows that UPI expanded much faster than total 
digital payments. This reflects a widely accepted, low-friction 
channel for small payments and transfers. Volume should still 
be read with user-level evidence, since frequent payments by 
existing users can raise totals without proving equal 
participation. 
 
7. Impact on Financial Inclusion 
• Digital payments can deepen inclusion by reducing 

branch travel, connecting transfers and wages to formal 
accounts, recording small-business cash flow and 
lowering the cost and risk of handling cash. These 
benefits are strongest when services remain affordable 
and reliable. 
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• India's account-ownership rate reached 78 per cent of 
adults by 2021, roughly double its 2011 level, and the 
gender gap in ownership narrowed substantially. Yet the 
Global Findex also draws attention to account inactivity 
and the difference between ownership and use. Digital 
payments help close that gap when the account becomes 
an instrument for regular transactions rather than a 
passive record [7]. 

• The PMJDY experience illustrates both scale and 
distribution. By August 2024, 53.13 crore accounts had 
been opened, 55.6 per cent for women and 66.6 per cent 
in rural or semi-urban areas. The inclusion effect is 
strongest when these accounts combine receipt of 
benefits, savings, RuPay or mobile-enabled payments and 
access to protection products. The weaker link remains 
capability: a user who depends on an intermediary to 
operate an account may possess access without genuine 
control. 

 

 
Source: Reserve Bank of India (2024) [2]. 

 

Fig 2: RBI Digital Payments Index, March observations 
 
8. Impact on Consumer Behaviour 
Digital payments change what consumer’s value at purchase. 
Speed, acceptance, rewards, history and exact payment 
become part of the decision. Consumers may prefer 
merchants displaying a familiar QR code. Small-value 
payments become easier, online and offline commerce 
converge, and households can review statements instead of 
relying on memory. The behavioural effect is not uniformly 
positive. Because payment is less physically salient than 
handing over cash, consumers may make more frequent 
discretionary purchases or pay less attention to cumulative 
spending. Promotional rewards can further shift focus from 
need to immediacy. At the same time, searchable records and 
bank alerts can strengthen budgeting if applications present 
clear categories, limits and timely notifications. The 
technology therefore contains both an impulse-spending 
pathway and a financial-control pathway. Trust is the 
deciding condition. Failed transactions, impersonation fraud, 
deceptive collect requests, screen-sharing scams and 
uncertainty about data use can quickly reverse adoption, 
particularly among first-time users. RBI's requirement for a 
system-driven online dispute-resolution mechanism for failed 
digital transactions recognised that quick and unbiased 
redressal is part of payment-system quality, not an optional 
after-sales service [9]. Age, education, language, disability, 
location and income shape behaviour. A design that seems 
effortless to an urban smartphone user may be difficult for a 
feature-phone user. Choice is meaningful only when 
interfaces are comprehensible, consent is informed, assistance 
is trustworthy and cash remains available during outages. 
 

9. Research Methodology 
9.1 Type of Data 
The present paper totally relies on secondary data collected 
from Reserve Bank of India publications, Government of 
India releases. 
9.2 Type of Research 
The research type for the present paper is descriptive and 
analytical.  
9.3 Period of Research 
The period of study is from 2014 to 2024.  
 
10. Recommendations 
It is recommended that policy evaluation move beyond 
transaction volume and report active usage, failure rates, 
complaint resolution time and adoption by gender, age, 
location and device type. 
It is recommended that banks and payment providers offer 
simple multilingual interfaces, assisted onboarding and 
accessibility features, with special support for older persons 
and first-time users. 
It is recommended that fraud prevention messages be 
embedded at the moment of risk, especially for collect 
requests, remote-access applications, unusual beneficiaries 
and disclosure of credentials. 
It is recommended that grievance redressal provide a single 
visible complaint journey, time-bound status updates and 
automatic compensation wherever regulatory rules permit. 
It is recommended that digital and financial literacy 
programmes teach practical tasks such as verifying a payee, 
reading transaction status, setting limits, preserving evidence 
and reporting fraud. 
It is recommended that payment applications provide optional 
budgeting tools, spending summaries and user-defined 
warnings so that convenience is matched with responsible 
consumption. 
 
Conclusion 
Digital payment systems have become a major force in India's 
commercial and financial transformation. They reduce the 
time and distance involved in exchange, widen merchant 
acceptance, strengthen public-benefit delivery and help 
account holders use formal finance. UPI made interoperability 
and instant settlement everyday expectations. Their 
behavioural influence is equally important. Convenience, 
speed and confirmation now form part of the product 
experience, while payment records can improve household 
monitoring and merchant visibility. Yet frictionless design 
may encourage impulsive spending, and fraud, privacy 
concerns or poor redressal can undermine confidence. 
Inclusion cannot be measured only by downloads, accounts or 
aggregate counts. India's experience also shows that digital 
growth does not automatically eliminate cash. RBI analysis 
has found that digital payment expansion can dampen cash 
usage while income growth, uncertainty and other factors 
continue to sustain currency demand. A practical policy 
should therefore treat cash and digital modes as coexisting 
choices during the transition rather than forcing vulnerable 
users into a single channel [10]. The next stage should focus on 
meaningful use. Secure design, digital literacy, privacy 
protection, accessible interfaces, resilient infrastructure and 
rapid grievance resolution will determine whether technology 
enlarges people's control over money. When these safeguards 
are present, digital payments can do more than accelerate 
commerce: they can turn formal access into economic 
participation and convenience into informed consumer choice. 
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