
              International Scientific Journal of Engineering and Management (ISJEM)                                ISSN: 2583-6129 
                  Volume: 04 Issue: 06 | June – 2025                                                                                   DOI: 10.55041/ISJEM04265 

                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                            |        Page 1 

Growth and Challenges for Digital Payments in India: A Consumer-Centric Study 

 

Shivam Patel, Amity Business School 

Amity University, Chhattisgarh June 2025 

 

 

Abstract The paper also delves into the government’s proactive steps, the pivotal role played by financial 

technology companies, and the demographic patterns influencing digital payment preferences. It 

highlights the surge in UPI transactions and mobile wallets while addressing the infrastructural, 

cybersecurity, and policy challenges impeding widespread adoption. In addition, this paper presents 

comprehensive data analysis from a survey of 163 respondents, examining consumer experiences, 

transaction patterns, and obstacles in embracing digital payment systems. 

This research paper explores the dynamic evolution of digital payments in India, examining its growth 

trajectory, infrastructure, key payment modes, and the challenges facing its adoption. Spurred by the Digital 

India initiative, the landscape of electronic transactions has undergone a transformative change, particularly 

after the 2016 demonetisation. Through literature reviews, primary survey-based data analysis, and inferential 

assessments, the study captures consumer perceptions, spending patterns, 

security concerns, and infrastructural limitations. The paper concludes with recommendations for policymakers 

and fintech innovators to address systemic gaps and ensure a seamless, secure, and inclusive digital payment 

ecosystem. 
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1. Introduction 

India's financial ecosystem has undergone a significant transformation in recent years with the advent of digital 

payment systems. The Digital India initiative, launched in  2015, aimed to create a digitally empowered society 

and knowledge economy. The initiative has accelerated the adoption of digital payment modes such as UPI, 

NEFT, IMPS, mobile wallets, and card-based transactions. This paper aims to study the evolution, current trends, 

and challenges of digital payments in India, considering consumer perceptions and the broader economic 

implications. 

 

2. Literature Review 

Several scholars and financial analysts have extensively researched digital payments and their socio-economic 

impacts. Kumar (2017) noted the rapid growth of digital transactions post-demonetisation in India, attributing it 

to increased smartphone usage and government-led financial reforms. Das and Agarwal (2010) emphasized the 

necessity of transitioning from a cash-dominant economy to an electronic payment system to reduce transaction 

costs and improve financial transparency. Popvska-Kamnar (2014) explored the role of digital money in 

monetary policy and financial inclusion, concluding that robust ICT infrastructure is essential for widespread 

adoption. 

Additional studies highlight demographic factors, consumer attitudes, and infrastructural readiness as key 

determinants for the success of digital payment systems in emerging markets like India. 
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3. Research Methodology 

This study employed a mixed-method approach comprising primary data collection through a structured 

questionnaire and secondary data through published articles, journals, and reports. The primary research targeted 

citizens across different cities in India to assess their usage patterns, preferences, and concerns regarding digital 

payment systems. A total of 163 respondents participated in the survey, selected using snowball sampling 

techniques via social media and digital platforms. Quantitative data were analyzed using descriptive statistics, 

charts, and hypothesis testing to draw meaningful insights into consumer behavior. 

 

4. Data Analysis and Interpretation 

The survey revealed that the highest adoption of digital payments was among individuals aged 21-30, followed 

by those aged 31-40. UPI and mobile wallets emerged as the most preferred modes of digital transactions, while 

NEFT and RTGS were favored for higher-value or business transactions. Approximately 72% of respondents 

acknowledged that digital payments influenced their spending habits, leading to increased discretionary 

spending due to cashbacks and discounts. 

 

5. Key Findings 

1. UPI transactions have outpaced traditional banking channels, particularly in peer-to-peer and small retail 

payments. 

2. Consumers prioritize convenience, transaction speed, and cashback offers when choosing digital payment 

platforms. 

3. Security concerns and digital literacy gaps remain significant barriers, especially among older and rural 

populations. 

4. Government incentives and fintech innovations have substantially accelerated digital payment adoption post- 

demonetisation. 

5. Increased digital payment usage has positively impacted financial inclusion but also highlighted 

infrastructural gaps in smaller towns. 

 

6. Conclusion and Recommendations 

The study concludes that digital payments in India have experienced robust growth, propelled by government 

initiatives, fintech innovations, and changing consumer preferences. However, to sustain this momentum, it is 

imperative to address cybersecurity risks, enhance digital literacy, and improve infrastructure in semi-urban and 

rural areas. Recommendations include launching targeted awareness campaigns, investing in data security 

infrastructure, and promoting interoperability among payment systems. 
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India’s payment system has rapidly evolved with the integration of modern financial technology and regulatory 

support from the Reserve Bank of India. Digital India, a flagship initiative, promotes transparency, inclusivity, 

and financial empowerment through the promotion of digital transactions. The COVID-19 pandemic further 

accelerated the shift toward cashless payments, with consumers opting for safer, contactless methods. This paper 

critically examines the socio-economic drivers, technological enablers, and consumer adoption trends shaping 

India’s digital payments landscape. 

The data analysis highlighted a significant preference for digital wallets and UPI apps due to their ease of use 

and promotional offers. A notable 65% of respondents cited cashback and discounts as primary motivators for 

increased digital transactions. Among those aged 21-30, convenience was rated as the highest factor, whereas 

older respondents expressed concerns about data security. Rural respondents indicated infrastructural barriers 

and limited internet access as primary obstacles. The hypothesis testing confirmed significant correlations 

between age, income levels, and preference for specific digital payment modes. 

Key recommendations include: 

1. Enhancing digital literacy through structured workshops and online tutorials in regional languages. 

2. Strengthening cybersecurity frameworks with AI-based fraud detection systems. 

3. Encouraging fintech startups to develop user-friendly payment apps tailored for rural markets. 

4. Expanding high-speed internet and mobile connectivity infrastructure in under-served areas. 

5. Increasing interoperability among digital payment platforms to simplify cross-platform transactions. 

6. Government should consider introducing graded tax benefits for merchants accepting digital payments. 

The growth of digital payment systems has redefined financial transactions by making them faster, transparent, 

and accessible. The Indian government’s focus on financial inclusion through technological adoption has 

positioned the country as a global leader in digital financial services. The proliferation of smartphones, 

reduction in internet costs, and the rising preference for contactless payments after the COVID-19 pandemic are 

further driving this trend. Digital transactions not only promote operational efficiency but also help curb 

unaccounted transactions and tax evasion, thereby supporting formalization of the economy. 

Further research by Cassoni Adriana and Ramana Camilo (2013) examined the influence of digital money on 

local economic variables, noting that improved digital transaction facilities can stimulate economic activity by 

enhancing transaction ease. Another important study by Shamsher Singh (2017) evaluated the impact of 

demographic factors on the adoption of digital payments, concluding that education level significantly influences 

the preference for cashless transactions, while other demographics like gender and income showed moderate 

impact. 

The research utilized a descriptive design to capture perceptions, preferences, and experiences of digital 

payment users. Secondary data was gathered from government reports, industry white papers, and academic 

journals. The primary survey employed a Google Form- based questionnaire comprising both closed-ended and 

Likert-scale questions. Analytical tools included descriptive statistics, cross-tabulations, and hypothesis testing 

through chi-square analysis. This multi-method approach ensures a comprehensive understanding of consumer 

sentiment toward digital payments in India. 

6. Respondents indicated a strong preference for using digital payments for daily needs such as grocery 

shopping, utility bill payments, and transportation bookings. 

7. The study found that over 70% of respondents believed digital payments offered greater transparency and 

better expense tracking. 

8. The adoption rate among students and working professionals was considerably higher than among retirees 

and homemakers. 

9. Almost 60% of respondents experienced at least one instance of technical failure or transaction reversal 

while using digital modes. 
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10. Respondents also indicated that while cashback offers were initial motivators, convenience eventually 

became the dominant driver for continued use. 

In summary, digital payments in India have transitioned from a novelty to a necessity, particularly in urban and 

semi-urban regions. The government's financial inclusion policies and the fintech ecosystem's innovations have 

redefined consumer payment behavior. Despite notable advancements, certain challenges, including 

cybersecurity threats, infrastructural limitations in rural areas, and digital literacy gaps, must be addressed. This 

study reinforces the importance of policy support, infrastructural development, and consumer education in 

ensuring the sustainable growth of digital payment ecosystems in India. 


