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Abstract

This paper analyzes the impact of the Unified Payments Interface (UPI) on India's
digital payment ecosystem since its inception in 2016. Following India's demonetization
policy, UPI emerged as a critical infrastructure that changed how people conduct financial
transactions. The research analyzes the evolution and impact of UPI by focusing on its
technological framework, market adoption, and role in promoting financial inclusion.The
study investigates how private sector players like Google Pay, PhonePe, and Paytm utilized
UPI to develop accessible payment solutions. Through data analysis, the research identifies
key players that drove UPI's widespread adoption on different segments of society. The
findings highlight UPI's significant impact on financial inclusion and digital payment
adoption while acknowledging challenges in security and regulatory compliance. This
research contributes to understanding how technological innovation in payment systems can
transform financial behaviors and promote economic inclusion. The insights from this study
are relevant for policymakers, financial institutions, and technology providers working on
digital payment solutions in developing economies.
Keywords: UPI, digital payments, financial inclusion, payment banks

Mayas Publication 48



Emperor Journal of Marketing

I. INTRODUCTION

The digital payment landscape in India has undergone a remarkable transformation
over the past decade, evolving from a predominantly cash-based economy to one embracing
digital transaction. Prior to 2016, digital payments were limited to card transactions, net
banking, and basic mobile banking services, with significant barriers to adoption including
technological constraints and security concerns (Bagla & Sancheti, 2021). This landscape
dramatically shifted with the government's push towards digitalization and financial inclusion
initiatives. The Unified Payments Interface (UPI), launched in 2016 by the National
Payments Corporation of India (NPCI), marked a watershed moment in this digital
transformation. As an instant real-time payment system, UPI was designed to simplify inter-
bank transactions by enabling users to link multiple bank accounts in a single mobile
application. The system introduced innovative features such as Virtual Payment Address
(VPA), QR code-based payments, and immediate fund transfers, setting it apart from
existing payment solutions. The implementation of demonetization in November 2016
further accelerated UPI adoption, as it created an urgent need for digital alternatives to cash
transactions. UPT has revolutionized India's digital payment ecosystem, transforming the way
people conduct financial transactions across the nation. This transformation is evident in
both peer-to-peer transfers and merchant payments, where UPI has become the preferred
mode of transaction for millions of Indians. The system's success can be attributed to its
user-friendly interface, zero-cost framework, and interoperability across banks and platforms
(Bagla & Sancheti, 2021). Private sector participation has amplified this revolution, with
technology companies and fintech startups developing innovative solutions that leverage the
UPI infrastructure.

The rapid growth of UPI transactions demonstrates its transformative impact on
India's payment landscape. This growth has not only changed consumer behavior but has
also created new opportunities for businesses, particularly small and medium enterprises, to
participate in the digital economy. The emergence of payment banks and the widespread
adoption of UPI-based applications have further expanded the reach of digital financial
services to previously underserved segments of the population. This research aims to analyze
the multifaceted impact of UPI on India's digital payment ecosystem, examining its
technological framework, adoption patterns, and role in promoting financial inclusion. The
study also investigates the challenges and opportunities that have emerged from this digital
transformation, providing insights for policymakers and stakeholders in the financial
technology sector.
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Evolution of Digital Payments in India
Pre-UPI Era

The Foundation of Digital Transformation India's journey in digital payments began
primarily as a cash-dependent economy, with gradual shifts toward electronic payments in
the early 2000s. The introduction of Real-Time Gross Settlement (RT'GS) in 2004 and
National Electronic Funds Transfer (NEFT) in 2005 marked the first significant steps
toward digital transactions. During this period, online banking emerged as a convenient
alternative for urban consumers, though its reach remained limited to internet-savvy users
with bank accounts. The pre-UPI landscape was characterized by various challenges. Card
payments, while growing, faced infrastructure limitations, particularly in rural areas. ATM
networks expanded, but digital payment adoption remained concentrated in urban centers.
Mobile banking was in its infancy, with basic services limited to balance inquities and mini
statements. The emergence of digital wallets around 2010 introduced new possibilities,
though interoperability remained a significant bartier.

Post-UPI Era

Digital Revolution Unleashed The launch of UPI in 2016 marked a turning point in
India's digital payment evolution. Unlike previous systems, UPI offered a unified platform
that seamlessly connected multiple bank accounts through a single mobile application. This
innovation coincided with increasing smartphone penetration and affordable internet access,
creating perfect conditions for rapid adoption.

Mobile Payments Transformation

UPI revolutionized mobile payments by enabling instant, 24/7 fund transfers using
simple virtual addresses. This eliminated the need to remember bank account details or IFSC
codes, making digital transactions more accessible to the general public.

Digital Wallet Integration

Existing digital wallets adapted to UPI, expanding their services beyond closed-loop
systems. This integration enhanced interoperability and user convenience, leading to
increased adoption across different demographic segments.

Merchant Adoption:

Small businesses and street vendors, previously dependent on cash, embraced UPI
through QR code payments. This widespread merchant adoption created a network effect,
further accelerating the transition to digital payments. The evolution continues with constant
innovations in UPI functionality, including features like AutoPay for recurring payments and
UPI-based international remittances. This ongoing development demonstrates the system's

adaptability and potential for further growth in India's digital payment ecosystem.
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Review of Literature

Baheti et al. (2024) conducted comprehensive research on the global evolution of the
Unified Payments Interface (UPI) and its role in promoting digital financial inclusion. The
study employed an exploratory research methodology, gathering data from secondary sources
and research articles. The authors examined UPI's journey from its inception in India to its
potential worldwide impact. The major findings from the study reveal that UPI have
emerged as a transformational force in digital payments, characterized by rapid acceptance,
innovation, and inclusivity. The research emphasizes that while UPI's primary impact has
been within India, its success has sparked international interest and replication efforts. The
study concludes that UPI's evolution demonstrates the importance of collaboration,
regulatory support, and user-centric design in implementing digital payment systems
globally(Baheti, G., Toshniwal, N., & Bhutiya, K. 2024).

Rajendran et al. (2022)conducted an empirical study on recent trends in retail banking
transactions in India, focusing on the impact of COVID-19 on UPI, IMPS, and NFS
transactions. The authors collected data from NPCI for periods before and after COVID-19,
analyzing the volume and value of transactions. The study found that UPI emerged as the
preferred digital payment method during the pandemic, with significant increases in both
transaction volume and value. The research highlights the exponential growth of UPI
compared to IMPS and NS, underscoring its role in driving India towards a cashless
economy. The authors conclude that UPI's success during the pandemic indicates its
potential to replace traditional banking setvices and support the Indian government's vision
of a cashless society. Future research could explore different UPI apps and user
opinions(Rajendran, G., Sivabushanan, V., & S, S 2022).

Ramachandran, Kalyanasundharam. (2018).The Unified Payments Interface (UPI), a
remarkable initiative by the National Payments Corporation of India (NPCI), revolutionizes
digital payments by integrating multiple bank accounts into a single mobile application,
facilitating seamless transactions and merchant payments. This white paper explores UPI’s
origins, development, and the motivations behind its creation, addressing the challenges
during implementation and assessing its widespread adoption. UPI’s broader impact on the
Indian economy, its potential future developments, and its role in promoting financial
inclusion are thoroughly analyzed. The paper highlights UPI's future scope, including
increasing transaction limits, enhancing user interface, and expanding internationally. It
discusses the integration of emerging technologies to bolster UPI’s capabilities, aiming for
global financial inclusion and security. Ultimately, UPI is positioned as a transformative tool
driving India towards a digitally empowered society, fostering a robust, inclusive digital
payment environment, and offering insights for stakeholders to leverage its full
potential(Ramachandran, Kalyanasundharam?2018).

Mayas Publication 51



Emperor Journal of Marketing

Objectives of the Study

1. To analyze the growth of Unified Payments Interface (UPI) on the volume and value of
digital transactions in India

2. To evaluate the role of UPI apps and their familiarity in enhancing financial inclusion in
India

Statement of the Problem

Before the introduction of the Unified Payments Interface (UPI), the landscape of
digital payments in India was marked by considerable fragmentation and user-unfriendliness,
which significantly hampered the adoption of digital transactions across a broader segment
of the population. Users frequently encountered complex authentication processes that
deterred seamless transactions, a glaring lack of interoperability between different banking
systems, and persistent security concerns that undermined trust in digital payment methods.
Traditional banking channels were increasingly inadequate, failing to keep pace with the
needs of a rapidly digitizing economy. This misalignment resulted in a digital divide,
restricting access to convenient financial services for a significant portion of the population
and impeding the overall growth of digital transactions. The goal of this study is to examine
the transformative impact of UPI on India's digital payment ecosystem, its role in fostering
financial inclusion, and its potential to drive the nation towards a cashless economy.

Research Methodology

To analyze the impact of the Unified Payments Interface (UPI) on the volume and
value of digital transactions in India and to evaluate its role of UPI apps in enhancing
financial inclusion, this study employs a robust research methodology. Secondary data is
collected from the National Payments Corporation of India (NPCI) website, and other
online and offline sources too. Secondary soutces, such as published books, articles, and
websites, are used. The study follows a descriptive research design, incorporating both
quantitative and qualitative analysis. Simple statistical tools were used to analyze transaction
trends and identify factors influencing UPI adoption. This comprehensive approach aims to
provide a holistic understanding of UPI’s impact on India’s digital payment ecosystem and
its role in promoting financial inclusion.

Limitations of the Study

1. The study may rely on secondary data sources, which can be outdated, incomplete, or
biased.

2. The study may focus primarily on urban areas, neglecting the experiences and challenges
of rural populations in adopting UPL.The study may not fully account for the rapid evolution
of digital payment technologies, including emerging trends like blockchain, Al, and 10T,
which can impact the validity and generalizability of the findings.
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Analysis and Interpretation of the Data

Table - 1 Customer Initiated Transactions Statistics of Top 20 UPI apps

Customer Initiated Transactions
No. | Application Name

Volume (Mn) Value (Cr)
1 PhonePe # 7,984.05 11,76,300.32
2 Google Pay # 6,140.47 8,22,598.36
3 Paytm # 1,150.96 1,25,739.66
4 Navi # 202.53 11,317.09
5 Cred # 143.07 50,979.94
6 Axis Bank Apps 21.96 4,515.13
7 super.money # 101.81 3,866.39
8 Amazon Pay # 91.94 9,330.97
9 FamApp by Ttio # 75.74 870.68
10 ICICI Bank Apps 59.52 19,670.88
11 WhatsApp # 57.85 4,348.19
12 Kotak Mahindra Bank Apps 52.06 7,286.24
13 HDFC Bank Apps 41.47 12,525.39
14 Yes Bank Apps 40.63 9,201.80
15 BHIM # 30.22 9,170.75
16 Airtel Payments Bank Apps 20.29 1,497.28
17 Mobikwik # 20.26 3,478.58
18 Groww # 13.78 9,341.27
19 Flipkart UPI # 12.75 606.35
20 Slice # 12.06 882.04

(Source: “UPI Ecosystem Statistics,” 2024)
From the above table, it can be found that the UPI market is dominated by

PhonePe, Google Pay, and Paytm, collectively processing the highest transaction volumes

and values, with PhonePe leading at X11.76 lakh crore. Interestingly, apps like Cred and Navi

stand out for their high-value transactions despite lower volumes, indicating a focus on

premium users. Bank-based apps such as ICICI Bank and HDFC Bank manage significant

transaction values, while government-promoted BHIM has a relatively smaller share of the

market.
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Graph 1.Trends of the overall UPI Payments in India (Volume and Value)
(Soutce: “UPI Product Statistics,” 2024)

From the above Graph it can be understood that the total number of transactions
on the UPI platform (in millions) shows a generally increasing trend over the months,
indicating a growing adoption of UPI as a payment mechanism. The value of transactions (in
crores) follows a similar upward trend, reflecting the increasing monetary significance of UPI

in the Indian digital payment ecosystem.

Findings and Suggestions

The UPI market in India is largely dominated by PhonePe, Google Pay, and Paytm,
which handle the majority of transaction volume and value, indicating broad user adoption
and trust. High-value, low-volume transactions are primarily conducted through niche apps
like Cred and Navi, catering to a premium user base. Bank-based apps such as ICICI Bank
and HDFC Bank, while having lower transaction volumes, facilitate significant transaction
values. Despite government promotion, BHIM holds a smaller market share, suggesting
potential for improved outreach. Overall, UPI transactions have consistently grown in
volume and value, reflecting increasing user trust and the importance of UPI in India's digital
economy. To increase UPI adoption, targeted awareness campaigns should focus on
financial literacy for underbanked communities and rural populations. Government-backed
initiatives could incentivize smaller players like BHIM to balance the market. Strengthening
security features, supporting high-value bank apps, expanding UPI adoption among SMEs
and rural users, and fostering government-private sector collaboration will enhance UPI's
effectiveness.
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II. CONCLUSION

The Unified Payments Interface (UPI) market in India is dominated by platforms
like PhonePe, Google Pay, and Paytm, which account for the majority of transaction
volumes and values, showcasing their widespread trust and adoption. Niche platforms such
as Cred and Navi stand out for their focus on high-value transactions, catering to premium
user segments. Bank-based apps like ICICI Bank and HDFC Bank also play a vital role in
handling significant transaction values despite their relatively smaller user bases. Interestingly,
the government-promoted BHIM App has a smaller market share, indicating room for
growth in user adoption. The consistent increase in both the volume and value of UPI
transactions reflects the growing reliance on digital payments, driven by their convenience
and efficiency. UPI ecosystem has significantly contributed to financial inclusion and reduced
cash dependency, while fostering the digital economy. As the market evolves, competition
and innovation among platforms continue to drive the efficiency and robustness of digital
payments in India.

Scope for Further Study

The Unified Payments Interface (UPI) offers numerous avenues for further research
to advance understanding and foster innovation in digital payments. Future studies could
explore regional adoption patterns, the impact on financial inclusion, and demographic
influences on user behavior. Researching UPD’s security and fraud prevention measures, the
role of Al in enhancing efficiency, and its economic impact on small and medium enterprises
(SMEs) are also vital areas. Global comparisons of payment systems can benchmark UPI’s
performance, while investigating the environmental impact of digital transactions and UPI’s

potential in promoting sustainable financial practices would be beneficial.
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