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 This research paper presents an in-depth study of the Unified Payments 

Interface (UPI) ecosystem in India, focusing on its application dynamics and 

market leadership. Conducted in the Pune region, the study gathered 

primary data through a questionnaire survey of 82 respondents, 

complemented by extensive secondary data analysis to provide a 

comprehensive understanding of the industry. 

UPI, launched in 2016 by the National Payments Corporation of India 

(NPCI), is a real-time payment system enabling seamless Peer-to-Peer (P2P) 

and Person-to-Merchant (P2M) transactions across multiple bank accounts 

via a single application. Its ease of use, security features, and instant 

transaction alerts have driven its widespread adoption, making it the 

cornerstone of India’s digital payment landscape. 

This paper specifically examines five major UPI applications-Google Pay, 

PhonePe, Amazon Pay, Paytm, and BHIM-analyzing their market share, 

transaction volumes, and user preferences. The study highlights the rapid 

growth of UPI, which accounted for over 131 billion transactions worth 

nearly ₹200 lakh crore in FY 2023-24, with continued expansion into 

international markets. 

PhonePe leads the market with approximately 47.5% share by transaction 

volume, followed by Google Pay and Paytm, reflecting competitive 

dynamics within the sector. 

The findings underscore UPI’s pivotal role in India’s digitalization journey, 

driven by smartphone proliferation and government initiatives, and project 

sustained growth as the platform continues to evolve and expand its user 

base both domestically and globally. 
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INTRODUCTION     

The advent of Information Technology (IT) has 

revolutionized various aspects of daily life, particularly 

by facilitating the widespread adoption of digital 

payments in India. The demonetization initiative 

announced by the Government of India in November 
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2016, which invalidated 500- and 1,000-rupee notes 

constituting 86% of cash in circulation, acted as a 

major catalyst for accelerating the transition from 

traditional cash-based transactions to digital payment 

modes. This strategic move compelled citizens and 

businesses alike to embrace digital payments, ensuring 

safer, more secure, and convenient transactions. 

The rapid technological advancements in smartphones 

and expanded internet accessibility have further 

propelled the Indian market toward digital payments. 

The penetration of mobile networks, internet 

connectivity, and electricity into remote areas has 

broadened the reach of digital transactions, making 

cashless payments increasingly viable across the 

country. Between 2012-13 and 2015-16, mobile 

banking transactions surged dramatically from 60 

billion to 4,018 billion, reflecting this transformative 

shift. 

Government initiatives such as Digital India, Make in 

India, and Startup India have actively promoted 

digitalization across sectors, fostering an environment 

conducive to digital payment adoption. Concurrently, 

the rise of e-commerce-projected to reach $200 billion 

by 2026-and the proliferation of smartphones have 

been significant drivers of this ecosystem. The number 

of internet users in India is expected to reach 800 

million by 2023, with mobile wallet users forecasted to 

hit 900 million by 2025, underscoring the growing 

popularity of platforms like the Unified Payments 

Interface (UPI). 

UPI has emerged as the backbone of India’s digital 

payment infrastructure, accounting for over 80% of 

retail digital transactions and recording over 131 

billion transactions worth ₹200 lakh crore in FY 2023-

24. Its ease of use, security, and real-time processing 

have made it the preferred payment method for 

millions. The digital payments ecosystem now 

encompasses diverse modes including instant 

payments (UPI, IMPS), small value payments (PPI, 

UPI Lite), large value payments (RTGS), bill payments 

(BBPS), and offline payments, among others. 

TYPES OF DIGITAL PAYMENTS IN INDIA 

Banking Cards 

Banking cards, including debit, credit, and prepaid 

cards, are widely used alternatives to cash. The first 

credit card in India was launched by Andhra Bank in 

1981. These cards facilitate both online and offline 

transactions, with contactless cards enhancing 

convenience and speed. 

Unstructured Supplementary Service Data (USSD) 

USSD enables mobile banking transactions without 

requiring internet access, making it ideal for users 

without smartphones or reliable internet. By dialing 

*99# on any feature phone, users can perform banking 

operations such as fund transfers and balance inquiries. 

This service supports financial inclusion for 

underbanked populations and is available in multiple 

regional languages. 

Aadhaar Enabled Payment System (AEPS) 

AEPS is a bank-led digital payment model leveraging 

the Aadhaar biometric identity system. It allows 

customers to conduct transactions like money 

transfers, cash withdrawals, and balance checks using 

their Aadhaar-linked bank accounts. As of February 

2020, AEPS had processed over 205 million 

transactions. 

Unified Payments Interface (UPI) 

UPI is a real-time payment system that consolidates 

multiple bank accounts into a single mobile 

application, enabling instant peer-to-peer and person-

to-merchant transfers with just a few clicks. It is 

standardized across banks and has become the 

dominant digital payment method in India due to its 

ease of use and interoperability. 

Mobile Wallets 

Mobile wallets store digital cash on smartphones, 

allowing users to make payments, transfer money, and 

shop online. Wallets can be linked to bank accounts or 

loaded with prepaid balances. Popular wallets include 

PhonePe, Google Pay, Paytm, Mobikwik, and Amazon 

Pay. 

 



International Journal of Scientific Research in Science, Engineering and Technology | www.ijsrset.com | Vol 12 | Issue 4 

Dr. Rekha Kumawat Int J Sci Res Sci Eng Technol, July-August-2025, 12 (4) : 01-05 

 

 

 

 

 

3 

Bank Prepaid Cards 

These are pre-loaded debit cards issued by banks, 

usable for online and offline purchases. Unlike 

standard debit cards linked directly to bank accounts, 

prepaid cards can be single-use or reloadable, 

providing controlled spending options. 

Point of Sale (PoS) Terminals 

PoS terminals are electronic devices at retail locations 

that accept card payments by swiping or tapping 

debit/credit cards. They facilitate cashless payments at 

physical stores and have expanded to include QR code 

and contactless payments. 

Internet Banking 

Internet banking allows customers to conduct financial 

transactions and access banking services through a 

bank’s website. It requires a stable internet connection 

and enables activities such as fund transfers, bill 

payments, and account management. 

Mobile Banking 

Mobile banking refers to conducting banking 

transactions via mobile applications provided by 

banks. It offers convenience and accessibility for 

services like fund transfers, balance checks, and bill 

payments on smartphones and tablets. 

Micro ATMs 

Micro ATMs are handheld devices operated by 

banking correspondents, often local shopkeepers, to 

provide essential banking services in remote areas. 

They enable transactions like cash withdrawals and 

fund transfers using Aadhaar-based biometric 

authentication, enhancing financial inclusion. 

OBJECTIVE OF THE STUDY 

The primary objectives of this study are: 

To identify and understand the various types of digital 

payment systems prevalent in India. 

To explore the features, usage patterns, and adoption 

trends of different digital payment methods. 

To provide practical recommendations for the effective 

management and handling of digital payment systems 

to enhance security, efficiency, and user experience. 

 

REVIEW OF LITERATURE 

Several research studies highlight key challenges and 

prospects in the adoption of digital payments, 

especially in developing countries like India. 

 

Nitsure (2014) observed that developing countries face 

significant hurdles in adopting e-banking initiatives 

due to limited dissemination of Information 

Technology. His study highlighted critical issues such 

as security concerns, regulatory challenges, and 

management inefficiencies. He also pointed out the 

risk of a digital divide in India, where economically 

disadvantaged populations are excluded from internet 

access and thus from the formal financial system. 

Zlatko Bezhovski (2016), in his paper titled “The 

Future of Mobile Payments as Electronic Payment 

System,” projected continuous growth in digital 

payment users, driven by the increasing integration of 

smartphones into daily life and the multiple benefits 

digital payments offer. He emphasized a positive 

outlook for the digital payment industry globally. 

Priyanka S. Kotecha (2018), through an empirical 

study on mobile wallets in India, found that digital 

payments have become the primary transaction mode 

for many merchants due to their ease of use and 

convenience. Her research forecasted substantial 

future growth in digital payment adoption. 

Aathira (2020), in her overview of digital payment 

methods, aimed to explore various digital payment 

systems and analyze their opportunities and 

challenges. Using secondary data, the study concluded 

that digital payments enhance transparency and 

accountability in financial transactions, offering a 

simple and time-efficient alternative for money 

transfers worldwide. The study also emphasized the 

need to increase public awareness about digital 

payment benefits. 

Leebana Gracy I (2024), in her study on digital 

payments and user experience conducted in Bangalore, 

examined factors influencing digital payment usage 

across different age groups, genders, and occupations. 
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Using primary data from 50 respondents and regression 

analysis via SPSS, the study found convenience as the 

primary factor driving digital payment adoption, 

followed by access to technology. Technical issues 

were the most commonly reported problem. Google 

Pay emerged as the most popular digital payment 

application, followed by PhonePe. The majority of 

respondents expressed high satisfaction with digital 

payment methods. 

Collectively, these studies underscore that while 

digital payments in India face challenges such as 

infrastructure gaps, security concerns, regulatory 

issues, and digital literacy barriers, the sector holds 

strong growth potential driven by technological 

advancements, smartphone penetration, and 

increasing consumer acceptance. Addressing these 

challenges through improved infrastructure, user 

education, and regulatory balance will be critical to 

realizing the full benefits of digital payments in India. 

 

ADVANTAGES OF DIGITAL PAYMENTS 

 

1. Ease and Convenience:- Digital payments 

eliminate the need to carry physical cash. 

Transactions can be completed quickly using 

mobile phones, Aadhaar numbers, or cards. UPI 

apps and e-wallets have simplified the payment 

process, making it accessible and user-friendly. 

2. Anytime, Anywhere Transactions:- Digital 

payment systems enable users to send or receive 

money at any time and from any location. For 

example, urgent money transfers can be made 

instantly through UPI apps, USSD, or e-wallets, 

providing critical financial support when needed. 

3. Tax Benefits and Discounts:- The Government of 

India incentivizes digital payments by offering tax 

exemptions on payments up to ₹2,000 and 

discounts such as 0.75% off on fuel and 10% on 

insurance premiums from government insurers, 

encouraging wider adoption. 

4. Automated Record Keeping:- Digital transactions 

automatically generate detailed records in bank 

passbooks or e-wallet apps, facilitating easy 

tracking of expenses, budgeting, and financial 

planning without manual effort. 

5. Reduced Risk of Theft or Loss:- Unlike cash, 

digital payments are secured by multiple 

authentication layers such as MPIN, PIN, or 

biometric verification. In case of lost devices or 

cards, users can block accounts to prevent 

unauthorized access, minimizing financial risk. 

Disadvantages of Digital Payments 

1. Challenges for Non-Technical Users:- Digital 

payment methods often require smartphones, 

internet access, and basic technical knowledge, 

making them less accessible to non-technical 

populations such as farmers and daily wage 

workers. 

2. Risk of Data Theft and Cyber Fraud:- Digital 

payments carry the risk of cyberattacks, where 

hackers may compromise bank or wallet servers to 

steal personal and financial information, 

potentially leading to unauthorized transactions. 

3. Potential for Overspending:- With easy access to 

funds via digital wallets and cards, users may lose 

the natural spending restraint imposed by 

carrying limited physical cash, which can lead to 

impulsive or excessive expenditures. 

SCOPE 

The study focused only on literatures related to digital 

payments in India. The study analyzed the impact of 

digital payments in India through review of literatures.  
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RESEARCH METHODOLOGY 

The data has been collected for the research paper from 

secondary sources like articles, research papers and 

concerned websites. 

 

CONCLUSION 

Digitalization has become a defining trend globally, 

and the payment industry in India is no exception, 

experiencing rapid and sustained growth year-on-year. 

This study focused on the strategic analysis of major 

UPI applications in India, revealing a significant 

increase in their user base driven by benefits such as 

ease of use, two-factor authentication, and the 

convenience of cashless transactions. 

An in-depth examination of five leading UPI apps-

PhonePe, Google Pay, Amazon Pay, BHIM UPI, and 

Paytm-highlighted their features, market shares, and 

user-friendliness. The Indian digital payment 

ecosystem continues its upward trajectory, fueled by 

factors such as demonetization and the COVID-19 

pandemic, which encouraged users to avoid physical 

cash transactions. 

Market data indicates that PhonePe maintains a 

dominant position with approximately 48% market 

share, followed by Google Pay, Paytm, Amazon Pay, 

and BHIM UPI. The survey conducted with 83 

respondents corroborated this trend, showing a clear 

preference for online payments over cash due to the 

risks associated with carrying physical money. 

Overall, the study concludes that UPI-based digital 

payments have a promising long-term future in India, 

supported by widespread adoption, continuous 

innovation, and increasing trust among users. The 

ecosystem is poised to further expand, driving India’s 

transition towards a predominantly cashless economy. 
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