Conference Proceedings International Conference on Sustainable Development Goals- Challenges, Issues
& Practices by TMIMT- College of Management, Teerthanker Mahaveer University, Moradabad 25th &
26th April 2025 TMIMT International Journal (ISSN: 2348-988X)

Growth, Challenges, and Future Prospects of Digital Payment System in India

Shivi Varshney
MBA- 2nd Year
Teerthanker Mahaveer Institute of Management & Technology
Teerthanker Mahaveer University,
Moradabad (U.P.)

Abstract
The digital payment system in India has witnessed an unprecedented transformation over the past
decade. The government-led initiatives such as Digital India, the launch of Unified Payments
Interface (UPI), and the 2016 demonetisation act as significant catalysts. This research paper aims
to evaluate the evolution, current challenges, and emerging trends in India’s digital payment
ecosystem. Using secondary data, the study conducts a comprehensive analysis of transaction
volumes, digital adoption rates, popular methods, and policy impact. It also discusses
cybersecurity concerns, digital literacy, and infrastructural gaps. The paper concludes by
projecting the potential of innovations like Al, biometric authentication, and digital currencies in

shaping the future of India’s financial system.
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1. Introduction

A digital payment system facilitates electronic transactions through internet-enabled devices,
eliminating the need for physical cash. India, historically reliant on cash, saw a major shift toward
digital transactions post-2015. The Digital India campaign and the demonetisation event of 2016
marked a turning point, leading to the widespread adoption of mobile-based payment solutions
such as UPI and wallets. The COVID-19 pandemic further accelerated this transition. Digital

payments are now central to India’s financial inclusion agenda and economic transparency efforts.
2. Objectives of the Study
1. To examine the growth of digital payments in India since 2015.

2. To identify the most commonly used digital payment methods.
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3. To analyse the role of government initiatives in promoting digital payments.

4. To understand the challenges limiting digital payment adoption.

5. To explore future prospects and innovations in the digital payment ecosystem.
3. Research Methodology

The study adopts a descriptive research approach using only secondary data. Data sources include
publications from the Reserve Bank of India (RBI), National Payments Corporation of India
(NPCI), Economic Surveys, financial newspapers, and fintech journals. Tools such as trend

analysis, SWOT analysis, and graphical presentations are used to interpret and present findings.
4. Evolution of Digital Payment System in India

From NEFT and RTGS in 2010 to the launch of UPI in 2016, and the internationalisation of UPI
in 2023-24, India’s digital payment journey reflects a robust transformation. Key events like
demonetisation and the COVID-19 pandemic acted as strong accelerators. UPl, BHIM App, and
mobile wallets became household tools for financial transactions, making India a global leader in

real-time payments.
5. Popular Digital Payment Methods

The study identifies UPI as the most dominant platform, handling over 11 billion monthly

transactions in 2024. Other methods include:
e |[IMPS

NEFT

« Internet banking

e Mobile wallets (Paytm, PhonePe)
e Debit/Credit cards (NFC-enabled)
e QR code-based payments

6. Growth Statistics (as of 2024)
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UPI transactions surpassed 18 lakh crore per month.
Over 500 million UPI users.
Digital payments constituted 88% of total transactions by value.

International expansion of UPI in countries like UAE, Nepal, and Singapore.

7. Government Initiatives

Notable initiatives include:

Digital India Mission (2015)
Demonetisation (2016)

Launch of UPI and BHIM App (2016-17)
Zero MDR Policy (2020)

Jan Dhan Yojana

Digital Personal Data Protection Act (2023)

Nationwide digital literacy programs

These efforts strengthened the infrastructure and trust required for a sustainable digital payment

environment.

8. Benefits of Digital Payments

Enhanced convenience and speed.

Financial inclusion for underserved communities.
Reduced dependence on cash.

Transparent and traceable transactions.

Support for e-commerce growth.

Cost-effectiveness for businesses and consumers.
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9. Challenges in Digital Payments
Despite rapid growth, challenges persist:
e Cybersecurity threats and frauds.
« Digital illiteracy in rural and older populations.
o Poor internet infrastructure.
« Data privacy concerns.
o Dependency on smartphones and technology.
e Regulatory gaps.
10. SWOT Analysis
Strengths:
e Government support
« High UPI adoption
o Cost-efficiency
« Strong security features
Weaknesses:
o Internet and literacy gaps
e Cyber threats
Opportunities:
o Global expansion of UPI
o Blockchain and Al integration
e Rise of contactless commerce

Threats:
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e Global competition
e Technological failures
e Privacy and regulatory risks

11. Future Trends in Digital Payments

Integration of Al for fraud detection and user profiling.
e Launch and adoption of the Digital Rupee (CBDC).
« Biometric and voice-based authentication.
e UPI's global interoperability.
e loT-enabled automated payments.
« Blockchain-based systems and cryptocurrencies.
o Seamless e-commerce and retail integration.
12. Conclusion

India’s digital payment system has undergone a remarkable shift, enabling a move towards a
cashless and transparent economy. UPI’s widespread adoption and supportive government policies
have positioned India as a global fintech leader. However, challenges like cybersecurity and digital
illiteracy need strategic redressal. The integration of Al, blockchain, and biometric systems

promises a secure and inclusive future for India’s digital economy.
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