Volume: 5 Issue: 6

Pages: 93-95

A Study of the Impact of Digital Payments on Consumer Buying
Behaviour in India

"1 Bhuvan Kumar Mallick

*1 Commerce, Supaul, Bihar, India.

Article Info.

E-ISSN: 2583-6528

Impact Factor (QJIF): 8.4
Peer Reviewed Journal
Available online:
www.alladvancejournal.com

Received: 13/May/2026
Accepted: 16/June/2026

*Corresponding Author
Bhuvan Kumar Mallick

Abstract

The rapid proliferation of digital payment systems, particularly the Unified Payments
Interface (UPI), has fundamentally transformed consumer buying behaviour in India. This
paper examines the impact of digital payments on spending patterns, purchase frequency,
impulse buying and financial management habits. Drawing on secondary data, literature
review and empirical insights from recent studies, it highlights how convenience,
accessibility and government initiatives like Digital India and demonetization have
accelerated adoption. Key findings indicate increased transaction volumes, higher spending
among users and shifts toward impulse and frequent small-value purchases, alongside
persistent challenges such as security concerns and digital divides. The study underscores
UPI's dominance, with over 23 billion transactions worth nearly 330 lakh crore in May 2026
alone. Policy recommendations focus on enhancing security, financial literacy, and inclusive
growth.

Keywords: Digital Payments, Consumer Buying Behaviour, UPI, Financial Inclusion,
Impulse Buying, India, FinTech, Security Concerns, Spending Patterns.

Commerce, Supaul, Bihar, India.

Introduction

India's digital payments ecosystem has witnessed exponential
growth, establishing the country as a global leader in real-time
payments. The launch of the Unified Payments Interface
(UPI) in 2016 by the National Payments Corporation of India
(NPCI) marked a watershed moment, shifting the economy
from a predominantly cash-based system to seamless,
interoperable digital transactions. As of May 2026, UPI
achieved a new milestone by processing a record 23.2 billion
transactions valued at approximately 329.90 lakh crore,
demonstrating robust adoption across both urban and rural
segments. This digital transformation has profoundly
influenced consumer buying behaviour. By significantly
reducing transaction friction, digital payments enable quicker,
more frequent and often impulsive purchases. Empirical
studies indicate that users of digital payment systems spend
40-48% more than cash users, largely because the "pain of
paying" is diminished-transactions feel abstract and less
tangible. Government initiatives such as the Pradhan Mantri
Jan Dhan Yojana (PMJDY), Aadhaar-enabled payments and
the 2016 demonetization have played a catalytic role in
promoting financial inclusion and digital literacy. These
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measures, combined with widespread smartphone penetration
and supportive policies like zero Merchant Discount Rate
(MDR) for UPI, have accelerated the shift toward a cashless
economy. This paper examines the multifaceted impact of
digital payments on consumer spending patterns, purchase
frequency, impulse buying and overall financial habits in the
Indian context.

The Objectives of this Paper are

e To analyze the growth and adoption of digital payments
in India.

e To examine their impact on consumer spending patterns,
frequency and impulse buying.

e To identify factors influencing adoption and associated
challenges.

e To provide policy and managerial implications.

Literature Review

Extensive research has documented the rise of digital
payments and their behavioural impacts. Studies using the
Technology Acceptance Model (TAM) and Unified Theory of
Acceptance and Use of Technology (UTAUT) highlight
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performance expectancy, effort expectancy, social influence
and facilitating conditions as key drivers.

Growth and Statistics

UPI's transaction volume grew nearly 12,000-fold in its first
decade. By FY 2025-26, values exceeded %314 lakh crore.
PhonePe and Google Pay dominate market share, with
PhonePe at around 45-48% of volumes. This growth
correlates with smartphone penetration (over 900 million) and
zero Merchant Discount Rate (MDR) policies.

Impact on Buying Behaviour

Research shows digital payments increase purchase frequency
and small-ticket transactions. Users exhibit higher impulse
buying due to one-click convenience and BNPL (Buy Now
Pay Later) options. Urban consumers, especially Gen Z and
millennials, show pronounced shifts, with 50%+ reporting
increased spending post-adoption. Rural adoption lags but is
accelerating via UP1 QR codes (now ~65.8 crore).

Factors Influencing Adoption

Convenience, trust, security, perceived usefulness and
demographic variables (age, income, education) are critical.
Younger, educated, higher-income groups adopt faster. Trust
and security concerns remain barriers, with fraud incidents
rising (e.g., UPI frauds up 85% in some periods).

Challenges

Privacy risks, data breaches, cyber fraud and the digital divide
(rural vs. urban, gender gaps) persist. Studies emphasize the
need for better user interfaces to promote responsible
spending.

Literature gaps include longitudinal studies on long-term
behavioural changes and region-specific rural impacts. This
paper synthesizes these to offer a comprehensive view.

Methodology

This study employs a descriptive and analytical approach
based on secondary data. Sources include NPCI reports, RBI
publications, academic journals (e.g., via ResearchGate,
SSRN), government portals (PIB) and industry analyses
(2023-2026). Quantitative data on transaction volumes/values,
adoption rates and survey findings from prior empirical
studies (sample sizes 200-300+) were synthesized. Qualitative
insights on consumer perceptions were drawn from literature.
No primary data collection was undertaken; instead, thematic
analysis and trend extrapolation provide robust insights.
Limitations include reliance on existing studies and potential
biases in self-reported behaviour.

Results and Findings

Adoption Trends

Digital transactions in India surged approximately 11 times
between 2021 and 2025, with UPI commanding nearly 80%
market share. Daily UPI transactions frequently surpass 700
million, reflecting massive scale. The widespread acceptance
of QR codes has significantly democratized digital payments,
enabling small merchants and vendors across urban and rural
India to seamlessly accept payments and integrate into the
formal economy.

Impact on Spending Behaviour

Digital payments have significantly transformed consumer
spending behaviour in India. Users spend 40-48% more than
cash users, with increased frequency of small transactions and
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a notable rise in impulse buying (50-55% of respondents).
There is a clear shift toward hybrid online-offline purchases,
particularly in electronics, apparel and essentials, though
demographic variations persist.

Increased Frequency and VVolume

UPI has facilitated a sharp rise in small, frequent transactions,
substantially boosting overall consumption. This effect is
particularly pronounced in urban areas where convenience
drives higher transaction velocity. Consumers now make
more routine and unplanned purchases, contributing to
increased economic activity and a noticeable shift from cash
to digital modes.

Impulse Buying

Ease of digital payments has significantly amplified impulse
buying behaviour. Studies reveal that 50-55% of respondents
report higher impulse purchases due to reduced transaction
friction and one-click convenience. The absence of physical
cash makes spending feel less tangible, encouraging
spontaneous buying decisions across categories.

Spending Patterns

Digital payment users spend 40-48% more than cash users.
There is a clear shift toward hybrid online-offline
consumption, with over 50% of users preferring digital even
for offline purchases. Categories such as electronics, apparel,
and daily essentials show exceptionally high digital
preference, exceeding 85% in several segments.

Demographic Variations

Gen Z women in metropolitan cities like Bengaluru
effectively use digital apps for both spending and financial
planning. While lower-income and rural populations have
benefited from greater financial inclusion, they continue to
face challenges related to digital literacy and awareness,
resulting in uneven adoption patterns.

Financial Management

Digital payments offer positive effects through improved
transaction tracking and budgeting features in mobile apps.
However, the rise of Buy Now Pay Later (BNPL) services has
raised concerns about increasing consumer debt and
overspending, particularly among younger users who may
underestimate long-term repayment obligations.

Challenges Quantified

Security concerns and rising fraud cases remain the top
barriers to full adoption. Trust issues are especially prominent
among older demographics, who often prefer cash due to fear
of cyber risks. These challenges continue to slow deeper
penetration despite rapid overall growth in digital payments.

Discussion

Digital payments have lowered barriers to entry, fostering a
cashless economy and economic growth. The pain-of-paying
theory explains increased spending: digital feels abstract,
encouraging consumption. TAM/UTAUT models validate
that ease and usefulness drive behaviour.

Positive externalities include financial inclusion (women,
rural populations) and formalization of the economy.
However, risks of overspending, addiction-like behaviours
and fraud necessitate balanced regulation (e.g., RBI's
proposed friction for high-value transfers).
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Urban-rural and socio-economic divides persist. Policy must
address digital literacy, cybersecurity infrastructure and
equitable access. FinTech collaboration with banks can
innovate responsible features like spending limits.

Conclusion

Digital payments, spearheaded by the Unified Payments
Interface (UPI), have profoundly reshaped consumer buying
behaviour in India. What began as a technological innovation
has evolved into a fundamental shift toward greater
convenience, higher purchase frequency, increased
transaction volumes and a surge in impulse buying. By
diminishing the “pain of paying,” digital modes have
encouraged consumers to spend more freely-often 40-48%
higher than cash users-while promoting financial inclusion
across urban and rural demographics.

This transformation, accelerated by government initiatives
and widespread smartphone adoption, has contributed
significantly to economic growth and formalization of the
economy. However, challenges persist, including security
vulnerabilities, rising cyber fraud, data privacy concerns and
the risk of overspending driven by BNPL services. Uneven
digital literacy and trust gaps, particularly among older and
rural populations, highlight the need for more inclusive
strategies.

Future research should focus on causal impacts through
primary longitudinal studies, behavioural experiments and the
effects of emerging technologies such as credit-on-UPI and
Al-driven financial tools. Policymakers, regulators, banks and
FinTech companies must collaborate to strengthen
cybersecurity, enhance financial literacy programmes and
design responsible usage features.

India’s successful digital payments model offers valuable
lessons for other emerging economies striving for cashless
transformation.  Achieving sustainable and equitable
digitization will be key to harnessing its full potential.
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