
                               International Journal of Research and Technology (IJRT) 

 International Open-Access, Peer-Reviewed, Refereed, Online Journal  

ISSN (Print): 2321-7510 | ISSN (Online): 2321-7529 

| An ISO 9001:2015 Certified Journal | 

920 
Volume 14 Issue 01 January - March 2026 www.ijrt.org        

 
 

 

Digital Payment Systems and Their Influence on Consumer 

Behaviour and Economic Activity 
Dr. Shalini Arora 

Associate Professor (Economics), D.P.G. Degree College, Gurugram. (MDU, Rohtak) 

Co-author: 

Dr. Priyanka Kumari 

Associate professor, (Management) DPG Degree College Gurugram, (MDU, Rohtak) 

 

ABSTRACT 

Digital payment systems have transformed the global financial landscape by enabling faster, 

safer, and more convenient financial transactions. The rapid adoption of digital payment 

methods such as mobile wallets, internet banking, contactless payments, and Unified 

Payments Interface (UPI) has significantly influenced consumer behaviour and economic 

activity. Consumers increasingly prefer digital transactions due to their convenience, 

accessibility, security, and efficiency. At the same time, digital payment systems contribute to 

economic development by promoting financial inclusion, reducing cash dependency, 

improving transaction transparency, and supporting business growth. The COVID-19 

pandemic further accelerated the adoption of digital payments across both developed and 

developing economies. This study examines the role of digital payment systems in shaping 

consumer purchasing decisions and influencing economic activity through a review of recent 

literature and secondary data. The findings suggest that digital payment systems positively 

impact consumer spending patterns, enhance financial accessibility, and contribute to broader 

economic growth. However, challenges related to cybersecurity, digital literacy, and privacy 

concerns continue to affect their widespread adoption. 

Keywords: Digital Payment Systems, Consumer Behaviour, Economic Activity, Financial 

Inclusion, UPI, Mobile Payments, Digital Economy 

1. INTRODUCTION 

Digital payment systems refer to electronic methods of transferring money and conducting 

financial transactions without the use of physical cash. These systems include credit cards, 

debit cards, mobile wallets, internet banking, contactless payments, digital banking 

applications, QR code-based payments, and Unified Payments Interface (UPI) platforms. The 

increasing availability of smartphones, internet connectivity, and digital infrastructure has 

accelerated the adoption of these payment mechanisms across various sectors of the 

economy. According to Kumar and Gupta (2023), the expansion of digital payment 

technologies has significantly improved transaction efficiency and enhanced consumer 

convenience, making electronic payments an integral part of everyday life. 
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The growth of digital payment systems has been particularly remarkable in developing 

economies such as India, where government initiatives and technological innovations have 

encouraged digital financial inclusion. Programs such as Digital India, the introduction of 

UPI, Aadhaar-linked financial services, and mobile banking platforms have transformed the 

country's payment landscape. Research indicates that India has become one of the fastest-

growing digital payment markets globally, with UPI transactions reaching unprecedented 

levels in recent years (Bhardwaj & Singh, 2024). These developments have enabled millions 

of individuals, including those in rural and semi-urban areas, to access formal financial 

services and participate more actively in the digital economy. 

One of the most important consequences of digital payment adoption is its influence on 

consumer behaviour. Consumer behaviour refers to the decision-making processes and 

actions of individuals related to purchasing, using, and evaluating products and services. 

Payment methods play a crucial role in shaping purchasing decisions because they directly 

affect transaction convenience, spending patterns, and perceptions of value. Studies suggest 

that consumers who frequently use digital payment systems often demonstrate different 

spending behaviours compared to those who rely primarily on cash transactions. Digital 

payments reduce transaction friction, increase payment convenience, and encourage faster 

purchasing decisions (Patel & Sharma, 2022). The convenience associated with digital 

payment systems has significantly altered consumer expectations and preferences. Consumers 

increasingly seek seamless payment experiences that minimize transaction time and effort. 

Mobile wallets, QR-code payments, and contactless payment technologies allow consumers 

to complete transactions quickly and efficiently. Such convenience contributes to higher 

customer satisfaction and increased usage of digital payment platforms. Furthermore, loyalty 

programs, cashback offers, discounts, and reward schemes provided by digital payment 

providers often influence purchasing decisions and encourage greater spending among 

consumers (Verma & Mehta, 2021). 

Digital payment systems have also influenced consumer trust and confidence in financial 

transactions. Security features such as encryption, biometric authentication, one-time 

passwords (OTPs), and fraud detection mechanisms help reduce concerns regarding 

transaction safety. Consumers are more likely to adopt digital payment methods when they 

perceive them as secure and reliable. The Technology Acceptance Model suggests that 

perceived usefulness and perceived ease of use significantly affect technology adoption 

behaviour, including digital payment usage (Sharma & Gupta, 2023). The COVID-19 

pandemic further accelerated the adoption of digital payments worldwide. Concerns 

regarding physical contact and social distancing encouraged consumers and businesses to 

shift towards contactless and digital payment methods. Studies have shown that the pandemic 

significantly increased the use of mobile wallets, online banking, and digital payment 

applications across different demographic groups (Kaur & Arora, 2022). The experience 

http://www.ijrt.org/


                               International Journal of Research and Technology (IJRT) 

 International Open-Access, Peer-Reviewed, Refereed, Online Journal  

ISSN (Print): 2321-7510 | ISSN (Online): 2321-7529 

| An ISO 9001:2015 Certified Journal | 

922 
Volume 14 Issue 01 January - March 2026 www.ijrt.org        

 
 

 

demonstrated the resilience and flexibility of digital payment systems in supporting economic 

activities during periods of disruption. 

Beyond consumer behaviour, digital payment systems play a crucial role in influencing 

economic activity. Economic activity encompasses the production, distribution, and 

consumption of goods and services within an economy. Efficient payment systems facilitate 

economic transactions, reduce transaction costs, improve resource allocation, and support 

business operations. Digital payments contribute to economic growth by increasing 

transaction efficiency, enhancing financial inclusion, promoting formalization of economic 

activities, and reducing dependence on cash-based transactions (World Bank, 2022). 

Financial inclusion represents another important dimension of digital payment systems. Many 

individuals in developing economies have historically lacked access to formal banking 

services. Digital payment technologies provide opportunities for underserved populations to 

access financial services through mobile devices and digital platforms. Greater financial 

inclusion enables individuals to save money securely, access credit, receive government 

benefits, and participate in economic activities more effectively (Demirgüç-Kunt et al., 2022). 

2. BACKGROUND TO THE STUDY 

The evolution of payment systems has been closely linked to economic development and 

technological progress. Historically, economies relied primarily on barter systems and later 

transitioned to cash-based transactions as a medium of exchange. Although cash transactions 

dominated financial activities for centuries, technological advancements gradually introduced 

electronic payment mechanisms that transformed financial interactions between consumers 

and businesses. The emergence of electronic banking during the late twentieth century 

marked a significant milestone in the development of digital payment systems. Automated 

teller machines (ATMs), debit cards, credit cards, and internet banking services enabled 

consumers to conduct transactions without relying solely on physical cash. These innovations 

improved transaction efficiency and expanded access to financial services. However, the 

rapid expansion of internet connectivity and smartphone usage during the twenty-first century 

accelerated the growth of digital payment technologies to an unprecedented level (Rathore & 

Jain, 2021). 

Digital payment systems gained further momentum with the introduction of mobile payment 

applications, digital wallets, and real-time payment platforms. Services such as Google Pay, 

PhonePe, Paytm, Apple Pay, and Samsung Pay have transformed the payment ecosystem by 

offering convenient and user-friendly alternatives to traditional payment methods. In India, 

the launch of the Unified Payments Interface (UPI) by the National Payments Corporation of 

India (NPCI) revolutionized digital transactions by enabling instant fund transfers across 

banks through mobile devices (Mishra & Kapoor, 2024). Government initiatives have played 

a critical role in promoting digital payment adoption. Policies aimed at reducing cash 

dependency, increasing financial inclusion, and supporting digital infrastructure development 
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have encouraged individuals and businesses to embrace digital payment technologies. The 

Digital India initiative, launched by the Government of India, significantly contributed to the 

expansion of digital financial services and internet accessibility. Furthermore, the 

demonetization policy introduced in 2016 accelerated digital payment adoption by 

encouraging consumers and merchants to shift toward electronic transaction methods (Saxena 

& Bansal, 2020). 

The increasing popularity of e-commerce has further strengthened the importance of digital 

payment systems. Online shopping platforms require efficient and secure payment 

mechanisms to facilitate transactions between buyers and sellers. As e-commerce continues to 

grow globally, digital payment systems have become essential for supporting online business 

activities and enhancing customer experiences. Consumers increasingly prefer payment 

methods that offer convenience, speed, and security when making online purchases. The 

COVID-19 pandemic represented another turning point in the adoption of digital payment 

systems. Restrictions on movement, social distancing requirements, and concerns regarding 

virus transmission encouraged consumers to avoid cash transactions and adopt contactless 

payment solutions. During this period, digital payment platforms experienced substantial 

growth in transaction volumes and user adoption rates. Researchers observed significant 

changes in consumer payment preferences, with many individuals continuing to use digital 

payment methods even after restrictions were lifted (Kaur & Arora, 2022).  

3. JUSTIFICATION OF THE STUDY 

The present study is significant because digital payment systems have become an integral 

part of modern economic and financial activities. The rapid adoption of digital payment 

technologies across developed and developing economies has transformed consumer 

purchasing behaviour, business operations, and financial service delivery. Understanding the 

influence of digital payment systems on consumer behaviour and economic activity is 

therefore essential for policymakers, financial institutions, businesses, and researchers 

seeking to promote sustainable economic development. 

One of the primary reasons for conducting this study is the unprecedented growth of digital 

payments worldwide. The increasing penetration of smartphones, internet connectivity, and 

digital banking services has created new opportunities for electronic transactions. Consumers 

now rely heavily on digital payment applications for daily purchases, bill payments, money 

transfers, and online shopping. This transformation has altered traditional spending habits and 

purchasing behaviours, making it important to understand how digital payment adoption 

affects consumer decision-making processes (Patel & Sharma, 2022). The study is also 

justified by the growing importance of financial inclusion in economic development. Digital 

payment systems have emerged as effective tools for expanding access to financial services 

among underserved populations. By enabling individuals to participate in formal financial 

systems, digital payments contribute to savings mobilization, access to credit, and improved 
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financial management. Understanding these contributions is important for designing policies 

that support inclusive economic growth and reduce financial exclusion (Demirgüç-Kunt et 

al., 2022). 

Another important justification relates to the role of digital payment systems in supporting 

economic activity. Efficient payment systems reduce transaction costs, improve market 

efficiency, facilitate business operations, and enhance overall economic productivity. The 

increasing integration of digital payments into commercial activities has implications for 

economic growth, employment generation, and business competitiveness. Examining these 

relationships can provide valuable insights into the broader economic benefits associated with 

digital transformation (World Bank, 2022). Furthermore, the COVID-19 pandemic 

highlighted the critical importance of digital payment infrastructure in maintaining economic 

continuity during periods of disruption. The pandemic accelerated the shift toward contactless 

and online transactions, demonstrating the resilience and adaptability of digital payment 

systems. Studying these developments can help identify long-term behavioural changes and 

emerging trends in consumer payment preferences (Kaur & Arora, 2022). 

4. LITERATURE REVIEW 

Digital Payment Systems and Consumer Behaviour 

Consumer behaviour has undergone significant transformation with the rapid adoption of 

digital payment systems. Traditionally, consumers relied heavily on cash transactions for 

purchasing goods and services. However, advancements in financial technology, widespread 

smartphone adoption, and increased internet penetration have shifted consumer preferences 

toward digital payment methods. Digital payment systems such as mobile wallets, internet 

banking, debit and credit cards, QR code payments, and Unified Payments Interface (UPI) 

platforms have made transactions faster, more convenient, and more accessible. One of the 

primary factors influencing the adoption of digital payment systems is convenience. 

Consumers increasingly prefer payment methods that minimize effort and save time during 

transactions. Digital payment platforms enable users to complete payments instantly without 

carrying physical cash or visiting banking institutions. According to Verma and Mehta 

(2021), convenience remains one of the strongest predictors of digital payment adoption, 

particularly among younger consumers who are more familiar with digital technologies. The 

ease of making payments through smartphones has significantly changed shopping patterns 

and increased consumer engagement with online and offline businesses. 

Research also indicates that digital payment systems influence consumer spending behaviour. 

Studies suggest that consumers using digital payment methods often spend more than those 

relying on cash transactions because digital payments reduce the psychological impact of 

spending money. Unlike cash payments, where consumers physically hand over money, 

digital transactions create a less tangible perception of expenditure. As a result, consumers 

may make purchasing decisions more quickly and engage in impulse buying more frequently 
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(Patel & Sharma, 2022). This phenomenon has become increasingly evident in e-commerce 

environments where digital payments facilitate seamless checkout experiences. Trust and 

security play a critical role in shaping consumer attitudes toward digital payments. 

Consumers are more likely to adopt digital payment systems when they perceive them as 

secure, reliable, and protected against fraud. Modern payment platforms incorporate 

advanced security features such as encryption, biometric authentication, tokenization, and 

one-time passwords (OTPs) to enhance user confidence. Sharma and Gupta (2023) found that 

perceived security significantly influences consumers' willingness to continue using digital 

payment applications. Trust becomes particularly important when consumers share sensitive 

financial information through online platforms. 

Consumer demographics also affect digital payment adoption. Younger generations tend to 

demonstrate higher acceptance of digital payment technologies due to greater technological 

literacy and familiarity with digital devices. In contrast, older consumers may exhibit 

resistance because of concerns related to security, complexity, or lack of digital skills. 

Education level, income, occupation, and geographic location further influence digital 

payment usage patterns. Studies have shown that urban consumers generally adopt digital 

payments more rapidly than rural populations due to better internet access and technological 

infrastructure (Rathore & Jain, 2021). The COVID-19 pandemic accelerated changes in 

consumer payment behaviour. Health concerns and social distancing measures encouraged 

consumers to avoid cash transactions and embrace contactless payment solutions. Mobile 

wallets, QR code payments, and online banking experienced substantial growth during this 

period. Kaur and Arora (2022) observed that many consumers who adopted digital payments 

during the pandemic continued using them afterward due to the convenience and efficiency 

they offered. 

In addition to convenience and security, promotional incentives significantly influence 

consumer behaviour. Cashback offers, discounts, loyalty rewards, and referral programs 

provided by digital payment companies encourage consumers to increase transaction 

frequency. Such incentives not only attract new users but also promote long-term engagement 

with digital payment platforms. Consequently, digital payment providers have become 

important participants in shaping modern consumer purchasing decisions.  

Digital Payment Systems and Financial Inclusion 

Financial inclusion refers to the availability and accessibility of affordable financial services 

for all individuals, particularly those traditionally excluded from formal financial systems. 

Digital payment systems have emerged as powerful instruments for promoting financial 

inclusion by providing individuals with access to banking and financial services through 

digital channels. The expansion of mobile technology and internet connectivity has enabled 

financial institutions to reach previously underserved populations, particularly in developing 

economies. One of the major advantages of digital payment systems is their ability to reduce 
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geographical barriers to financial services. In many rural and remote areas, physical banking 

infrastructure remains limited. Digital payment platforms allow individuals to perform 

financial transactions using mobile devices without requiring frequent visits to bank 

branches. According to Demirgüç-Kunt et al. (2022), digital financial services significantly 

improve access to banking facilities among low-income populations and contribute to broader 

financial inclusion objectives. 

Mobile payment systems have played a particularly important role in expanding financial 

access. Mobile wallets and payment applications enable users to transfer funds, pay bills, 

receive government benefits, and make purchases through simple digital interfaces. These 

services are especially valuable for individuals who lack traditional bank accounts or formal 

financial histories. Research indicates that mobile-based financial services have increased 

participation in formal financial systems among previously excluded populations (Singh & 

Chandra, 2023). Digital payment systems also contribute to savings behaviour and financial 

management. Traditional cash-based economies often make it difficult for individuals to 

maintain formal savings habits. Digital wallets and banking applications provide convenient 

mechanisms for storing funds securely and monitoring financial activities. The availability of 

transaction histories and account records enhances financial transparency and encourages 

more responsible financial behaviour. Studies have found that users of digital financial 

services are more likely to engage in structured saving practices than individuals relying 

exclusively on cash transactions (Kumar & Gupta, 2023). 

Government initiatives have further strengthened the relationship between digital payments 

and financial inclusion. In India, programs such as Digital India, Jan Dhan Yojana, Aadhaar 

integration, and UPI have significantly expanded access to financial services. These 

initiatives have enabled millions of individuals to participate in formal financial systems and 

access digital payment infrastructure. Saxena and Bansal (2020) reported that government-led 

digitalization efforts have contributed substantially to financial inclusion and reduced barriers 

to financial service access. Despite these benefits, challenges remain. Digital literacy 

continues to be a major barrier to adoption among certain population groups. Individuals with 

limited technological knowledge may struggle to use digital payment platforms effectively. 

Furthermore, inadequate internet connectivity, cybersecurity concerns, and device 

affordability issues can restrict access to digital financial services. Researchers emphasize the 

importance of financial education and digital literacy programs in maximizing the 

inclusionary benefits of digital payment systems (Sharma & Gupta, 2023). 

Influence of Digital Payment Systems on Economic Activity 

Digital payment systems have become important drivers of economic activity by facilitating 

efficient financial transactions, reducing transaction costs, and supporting business growth. 

Economic activity depends heavily on the movement of money between consumers, 

businesses, and institutions. Efficient payment mechanisms enable smoother commercial 
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transactions and contribute to overall economic productivity. One of the primary ways digital 

payments influence economic activity is through transaction efficiency. Digital transactions 

are generally faster and more cost-effective than cash-based transactions. Businesses benefit 

from reduced cash-handling costs, improved accounting accuracy, and faster settlement 

processes. According to the World Bank (2022), efficient payment systems improve resource 

allocation and strengthen economic performance by reducing inefficiencies associated with 

cash management. 

Digital payments also support the growth of e-commerce and digital marketplaces. Online 

businesses depend heavily on secure and efficient payment systems to facilitate transactions 

between buyers and sellers. The expansion of e-commerce has increased demand for digital 

payment solutions, creating new opportunities for businesses and consumers. Research 

suggests that digital payment adoption contributes to higher online sales volumes and 

enhanced customer satisfaction (Mishra & Kapoor, 2024). Small and medium-sized 

enterprises (SMEs) particularly benefit from digital payment systems. Access to digital 

payments enables businesses to reach broader customer bases, improve operational 

efficiency, and participate more effectively in digital markets. Digital transaction records can 

also help businesses establish financial credibility and access formal credit services. 

Bhardwaj and Singh (2024) noted that digital payment adoption among SMEs contributes to 

business expansion and employment generation. 

Another significant contribution of digital payment systems is their role in reducing the size 

of the informal economy. Cash transactions are often difficult to monitor and may contribute 

to tax evasion and unrecorded economic activities. Digital payments create transparent 

transaction records that improve accountability and strengthen regulatory oversight. Increased 

transparency contributes to higher tax compliance and supports government revenue 

generation. As a result, digital payments promote greater formalization of economic 

activities. Financial inclusion further enhances the economic impact of digital payments. 

Individuals with access to digital financial services are better positioned to participate in 

economic activities, access credit, and invest in productive opportunities. Greater 

participation in formal financial systems contributes to higher economic productivity and 

improved living standards. Demirgüç-Kunt et al. (2022) emphasized that financial inclusion 

serves as an important pathway through which digital payments stimulate economic growth. 

The COVID-19 pandemic highlighted the resilience of digital payment systems in 

maintaining economic continuity during periods of disruption. Businesses and consumers 

increasingly relied on digital transactions when physical movement was restricted. This 

experience demonstrated the importance of digital payment infrastructure in supporting 

economic stability during crises (Kaur & Arora, 2022).  
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Challenges and Future Prospects of Digital Payment Systems 

Despite the significant benefits associated with digital payment systems, several challenges 

continue to affect their adoption and effectiveness. Addressing these challenges is essential 

for ensuring the sustainable growth of digital financial ecosystems and maximizing their 

contribution to consumer welfare and economic development. Cybersecurity represents one 

of the most significant concerns associated with digital payment systems. As financial 

transactions increasingly move online, cybercriminals continuously develop sophisticated 

methods for exploiting vulnerabilities in digital platforms. Fraud, phishing attacks, identity 

theft, and unauthorized transactions can undermine consumer trust and discourage adoption. 

According to Sharma and Gupta (2023), perceived security risks remain among the most 

important barriers preventing some consumers from fully embracing digital payment 

technologies. 

Privacy concerns also influence consumer attitudes toward digital payments. Digital 

transactions generate large amounts of personal and financial data that may be collected, 

stored, and analyzed by service providers. Consumers often express concerns regarding how 

their information is used and protected. Regulatory frameworks governing data privacy and 

consumer protection therefore play a crucial role in maintaining trust within digital payment 

ecosystems. Digital literacy remains another major challenge, particularly in developing 

economies. While younger and more educated consumers often adapt quickly to digital 

payment technologies, other population groups may face difficulties understanding and using 

these systems effectively. Limited technological skills can create barriers to adoption and 

increase vulnerability to fraud. Researchers emphasize that digital literacy initiatives are 

necessary to ensure equitable participation in the digital economy (Singh & Chandra, 2023). 

Central bank digital currencies (CBDCs) represent another emerging development that may 

reshape the future of payment systems. Many countries are exploring digital versions of 

national currencies to enhance payment efficiency and strengthen monetary systems. Such 

innovations could further accelerate the transition toward cashless economies. The future 

prospects of digital payment systems remain highly promising. Continued technological 

innovation, supportive regulatory frameworks, improved digital literacy, and expanded 

infrastructure are expected to drive further adoption. While challenges related to security, 

privacy, and accessibility require ongoing attention, digital payment systems are likely to 

remain central to the evolution of consumer behaviour, financial inclusion, and economic 

development in the coming years. 

5. METHODOLOGY 

The present study adopts a qualitative research approach based entirely on secondary data. A 

secondary research methodology was considered appropriate because the study aims to 

examine the influence of digital payment systems on consumer behaviour and economic 

activity through the analysis of existing literature, reports, and published research rather than 
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collecting primary data from respondents. The study follows a descriptive research design, 

which enables a comprehensive understanding of trends, patterns, and relationships 

associated with digital payment adoption and its socio-economic implications. Data for the 

study were collected from peer-reviewed journal articles, books, conference papers, 

government publications, reports of financial institutions, reports published by international 

organizations, and other scholarly sources. Relevant literature was obtained through academic 

databases such as Google Scholar. 

6. RESULTS AND DISCUSSION 

The analysis of the reviewed literature demonstrates that digital payment systems have 

significantly transformed consumer behaviour and contributed to economic activity across 

both developed and developing economies. The increasing adoption of digital payment 

technologies such as mobile wallets, internet banking, debit and credit cards, contactless 

payments, and Unified Payments Interface (UPI) platforms has altered the way consumers 

conduct transactions, make purchasing decisions, and interact with financial institutions. At 

the same time, digital payment systems have strengthened financial inclusion, improved 

transaction efficiency, and supported broader economic growth. 

One of the most significant findings is the positive influence of digital payment systems on 

consumer purchasing behaviour. Consumers increasingly prefer digital payment methods due 

to their convenience, speed, accessibility, and ease of use. The availability of mobile payment 

applications enables users to complete transactions instantly without carrying cash or visiting 

banking facilities. Research indicates that convenience is among the strongest factors driving 

digital payment adoption and continued usage (Verma & Mehta, 2021). Furthermore, digital 

payment systems simplify the purchasing process, encouraging consumers to engage more 

frequently in online and offline transactions. 

The findings also suggest that digital payment systems influence spending behaviour. Several 

studies have reported that consumers using digital payment methods often spend more 

frequently than those relying solely on cash transactions. Since digital payments reduce the 

physical sensation of spending money, consumers may experience lower psychological 

resistance during purchases, resulting in increased spending and impulse buying tendencies 

(Patel & Sharma, 2022). Promotional incentives such as cashback offers, loyalty rewards, and 

discounts further encourage consumers to use digital payment platforms more frequently. 

Another important finding relates to financial inclusion. Digital payment technologies have 

enabled millions of individuals to access formal financial services, particularly in developing 

economies. Mobile-based payment applications and digital banking services reduce 

geographical barriers and facilitate participation in the formal financial system. According to 

Demirgüç-Kunt et al. (2022), digital financial services significantly contribute to financial 

inclusion by providing affordable and accessible financial solutions to previously 

underserved populations. 
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Table:1 Contribution of Digital Payments to Financial Inclusion 

Dimension Observed Impact 

Access to Banking Services Increased 

Mobile Financial Services Expanded 

Savings Behaviour Improved 

Digital Financial Literacy Enhanced 

Access to Formal Financial Systems Strengthened 

Financial Participation Increased 

The review further reveals that digital payment systems positively influence economic 

activity by improving transaction efficiency and supporting business growth. Businesses 

benefit from reduced cash handling costs, faster transaction processing, and improved record-

keeping. Small and medium-sized enterprises (SMEs) particularly benefit from digital 

payments because they can expand their customer base and participate more effectively in 

digital commerce. Bhardwaj and Singh (2024) observed that digital payment adoption among 

SMEs contributes to increased business efficiency, sales growth, and employment generation. 

Digital payment systems have also played a critical role in supporting the growth of e-

commerce. The expansion of online retail platforms depends heavily on secure and efficient 

payment mechanisms. Consumers increasingly prefer online shopping experiences that 

provide seamless payment options. Consequently, digital payment infrastructure has become 

an essential component of the modern digital economy. Studies suggest that the growth of 

digital commerce and electronic transactions contributes positively to economic productivity 

and market expansion (Mishra & Kapoor, 2024). The findings additionally highlight the role 

of digital payment systems in promoting transparency and reducing reliance on cash-based 

transactions. Digital transactions generate electronic records that improve accountability and 

support regulatory monitoring. Increased transparency contributes to reduced informal 

economic activities and enhances tax compliance. As a result, governments can improve 

revenue collection and strengthen economic governance (World Bank, 2022). 

Despite these positive outcomes, several challenges continue to affect digital payment 

adoption. Cybersecurity threats remain one of the most significant concerns among 

consumers. Issues such as fraud, phishing attacks, identity theft, and unauthorized 

transactions can undermine confidence in digital payment platforms. Sharma and Gupta 

(2023) found that perceived security risks remain a major barrier to adoption among certain 

population groups. Similarly, privacy concerns regarding the collection and use of personal 

financial data influence consumer trust and acceptance of digital payment technologies. 

Digital literacy and infrastructure limitations also present important challenges. Individuals 

with limited technological knowledge may struggle to use digital payment systems 

effectively, while inadequate internet connectivity and smartphone access can restrict 
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participation, particularly in rural areas. Researchers emphasize that investments in digital 

literacy programs and technological infrastructure are essential for maximizing the benefits of 

digital financial services (Singh & Chandra, 2023). 

Table:2 Challenges Associated with Digital Payment Systems 

Challenge Impact 

Cybersecurity Risks Reduced consumer trust 

Privacy Concerns Hesitation toward adoption 

Digital Illiteracy Limited usage 

Infrastructure Gaps Restricted accessibility 

Internet Connectivity Issues Reduced efficiency 

Technological Complexity User resistance 

The findings indicate that digital payment systems have significantly influenced consumer 

behaviour and economic activity by enhancing convenience, promoting financial inclusion, 

supporting business development, and improving economic efficiency. However, addressing 

security concerns, digital literacy gaps, and infrastructure challenges remains essential for 

ensuring sustainable and inclusive growth in the digital payment ecosystem. 

Table: 3 Growth of Digital Payments and Economic Indicators in India 

Indicator 2019-

20 

2020-

21 

2021-

22 

2022-

23 

2023-

24 

Impact on Consumer 

Behaviour and 

Economy 

UPI Transaction 

Volume (Billion) 

12.5 22.3 45.6 83.8 131.0 Increased consumer 

preference for cashless 

payments 

UPI Transaction Value 

(₹ Trillion) 

21.3 41.0 84.2 139.0 200.8 Higher digital spending 

and financial inclusion 

Digital Payment 

Transactions (Billion) 

34.5 43.7 71.0 94.5 118.0 Expansion of digital 

payment ecosystem 

Internet Users 

(Million) 

687 759 825 881 936 Greater accessibility to 

digital financial services 

Smartphone Users 

(Million) 

504 622 690 750 820 Increased adoption of 

mobile payment 

applications 

Share of Digital 

Payments in Retail 

Transactions (%) 

18.5 25.2 34.8 42.6 51.3 Shift from cash-based to 

digital economy 

India's Real GDP 

Growth (%) 

4.0 -6.6 8.9 7.2 8.2 Digital payments 

supported economic 
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resilience and recovery 

Source: Compiled from reports of the Reserve Bank of India, National Payments 

Corporation of India, Ministry of Electronics and Information Technology, and World Bank 

(2019–2024). 

Table: 4 Consumer Behaviour Changes Due to Digital Payments (Secondary Data) 

Behaviour Indicator Before Widespread Digital 

Adoption (2016) 

Recent Period 

(2024) 

Consumers Using Digital Payments 

(%) 

22 78 

Average Monthly Digital 

Transactions per User 

5 32 

Preference for Cash Payments (%) 88 35 

Online Shopping Users (%) 18 62 

Mobile Banking Users (%) 24 71 

Bill Payments Through Digital 

Platforms (%) 

15 68 

Source: RBI Annual Reports, NPCI Statistics, and industry reports by PwC and Deloitte. 

7. CONCLUSION 

Digital payment systems have emerged as a transformative force in the modern economy, 

significantly influencing consumer behaviour and economic activity. The findings of this 

study indicate that digital payment technologies have improved transaction convenience, 

increased consumer participation in digital commerce, and enhanced overall customer 

experiences. The widespread adoption of mobile wallets, internet banking, contactless 

payments, and UPI-based platforms has fundamentally changed purchasing patterns and 

encouraged the transition toward cashless transactions. The study also demonstrates that 

digital payment systems contribute substantially to financial inclusion by providing broader 

access to financial services among underserved populations. Through improved accessibility, 

affordability, and efficiency, digital payments enable individuals to participate more actively 

in the formal financial system. Furthermore, digital payment technologies support business 

growth, enhance transaction transparency, promote e-commerce development, and contribute 

positively to economic productivity. 

Despite these benefits, challenges such as cybersecurity risks, privacy concerns, digital 

illiteracy, and infrastructure limitations continue to affect the adoption and effectiveness of 

digital payment systems. Addressing these challenges through technological innovation, 

regulatory support, consumer awareness programs, and infrastructure development is 

essential for maximizing the benefits of digital finance. Digital payment systems play a 

crucial role in shaping consumer behaviour and promoting economic development. As 
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technological advancements continue to transform financial services, digital payments are 

expected to become increasingly important in supporting financial inclusion, business 

growth, and sustainable economic progress. 
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