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1. INTRODUCTION

Money is a medium of exchange that facilitates trade and acts as a standard of value in an economy. It is
auniversally accepted form of payment for goods, services, and debts. Over time, money has evolved through
various forms, from tangible items like coins and banknotes to more abstract concepts such as digital
currencies and electronic transfers. If we look at the Evolution of Money is Early forms of money that is based
on a commodity with intrinsic value such as gold, silver, or agricultural products. These were widely accepted
as payment due to their inherent worth. Ancient civilizations began to mint coins from precious metals, which
made trade easier and more standardized. Coins often had markings or symbols indicating authenticity. Paper
Money Introduced in China during the Tang Dynasty, paper money became widely used because it was lighter
and easier to carry than metal coins. Over time, central banks began issuing paper money backed by a country's
reserves. The rise of banking and digital technologies in the 20™ and 21° centuries led to the creation of
electronic money. Debit and credit cards, mobile payments, and online banking became common methods of
transaction.

Money is used to facilitate the buying and selling of goods and services. It eliminates the need for barter,
where goods are directly exchanged for other goods. Money provides a standard measurement of value,
allowing individuals and businesses to compare the worth of different goods and services. This helps in pricing
and budgeting. Money retains its value over time, allowing individuals to save and store wealth for future use.
It can be held in various forms (cash, bank deposits, etc.) and accessed when needed. Money is used to settle
debts, both immediate and long-term. It allows transactions to be made now, with payment promised in the
future. Money is not only a tool for facilitating trade but also a symbol of trust and value in society. Its form
has evolved dramatically over time, from tangible commodities to abstract digital systems. Understanding

money is essential for navigating personal finances, business transactions, and the global economy.
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1.1 Concept of Digital Economy

The Digital Economy refers to an economy that is primarily based on digital technologies, including the
internet, artificial intelligence, cloud computing, big data, and mobile networks. It involves the production,
distribution, and consumption of goods and services through digital platforms and electronic transactions.
Internet-driven, data as a key asset, e-commerce & online transactions, automation & ai, gig & platform
economy, cloud computing & 10T etc., are the key characteristics of the digital economy. This digital economy
will be benefits as Increases efficiency and productivity, reduces costs of communication and transactions,
expands global market access, enhances customer experience and personalization, encourages innovation and
new business models. But in digital economy still we are facing some challenges such as digital divide and
unequal access to technology, cybersecurity threats and data privacy concerns, job displacement due to
automation, regulatory and taxation complexities. Even though the digital economy is continuously evolving,
shaping how businesses operate and how people interact in a digitally interconnected world.
1.2 Evolution of Digital Transactions in India
The evolution of digital transactions in India has been a remarkable journey, shaped by technological
innovations, proactive government policies, and changing consumer behaviors. Here’s a detailed look at how
digital transactions have evolved over time:
a. Early Beginnings (Pre-2000s)
e Cash-Based Economy: Predominantly, India operated on a cash-based transaction model with limited
reliance on checks and demand drafts.
e Introduction of Credit Cards & ATMs: In the 1990s, credit and debit cards began to surface, primarily in
urban areas, along with ATM networks providing basic digital payment functionalities.
o Limited Internet Infrastructure: Digital banking was virtually non-existent due to poor internet
penetration and digital illiteracy.
b. Introduction of Online Banking (2000s)
o Early Internet Banking Services: Banks like ICICI and HDFC introduced online banking, allowing
customers to manage accounts, transfer funds, and pay bills.
e Launch of NEFT (2005): The National Electronic Funds Transfer system allowed for electronic fund
transfers between banks, initially adopted by corporates and urban users.
c. Growth of Digital Payments (2010-2015)
e Mobile Payments & Wallets: The smartphone boom and 3G/4G connectivity led to the rise of mobile
wallets like Paytm, FreeCharge, and Mobikwik.
e RuPay Card Introduction (2012): NPCI launched RuPay to boost financial inclusion by providing a
domestic card payment network.
e IMPS (2010): Immediate Payment Service enabled real-time, 24/7 interbank money transfers,
revolutionizing instant digital payments.
d. Demonetization and the Digital Payment Surge (2016)
e Demonetization Impact: The sudden withdrawal of X500 and *1000 notes prompted a shift towards digital

payment methods such as UPI, mobile wallets, and POS terminals.
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Launch of UPI (2016): Unified Payments Interface offered instant, seamless bank-to-bank transfers using
mobile numbers or virtual payment addresses, transforming India’s payment landscape.
Rapid Growth of Digital Apps: Apps like Paytm, PhonePe, Google Pay, and Amazon Pay experienced

exponential growth post-demonetization.

e. Widespread Adoption (2017-2020)

Mass Adoption of UPI & Wallets: P2P and P2M transactions soared, with UPI becoming a default
payment method.

QR Code Payments: Simplified digital payments for small businesses and street vendors, supported by
platforms like Paytm and PhonePe.

Government Initiatives:

o Jan Dhan Yojana: Expanded financial inclusion.

o Aadhaar Integration: Enabled biometric verification and smoother KYC processes.

o Digital India Campaign (2015): Promoted digital infrastructure and literacy.

f. Digital Payment Ecosystem Growth (2020-Present)

COVID-19 Pandemic Acceleration:

o Surge in online shopping, contactless payments, and e-commerce.

o Increased usage of NFC, QR code payments for safety.

Dominance of UPI: Billions of transactions processed monthly; UPI now integral for utility payments,
investments, and purchases.

Rise of Fintech Ecosystem: Companies like Razorpay, CRED, Pine Labs, and PhonePe introduced
innovative payment and financial solutions.

Digital Lending & Investment Platforms: Apps like Groww, Zerodha, Upstox, and digital lenders such as
Lendingkart and MoneyTap democratized access to loans and stock markets.

Crypto & Blockchain Interest: Growing interest in digital currencies and blockchain solutions, though

regulatory clarity is still evolving.

India’s digital payment journey showcases the power of technology, policy, and entrepreneurship. From a

cash-heavy economy to a thriving digital payments ecosystem, the shift is a model for financial inclusion and

innovation globally.

2. REVIEW OF LITERATURE

Review of Literature section of my topic is structured like, Consumer Perception & Behavior, Technological

Adoption Models, Impact of Government Policies & Demonetization, Security, Convenience & Trust,

Geographic & Socio-Economic Variations. Here I given brief analysis of my work:

1. Consumer Perception & Behavior

Pavithra C.B (2020): Highlights factors such as performance expectation, cost, convenience, and
transaction speed influencing consumer perception in Chennai. Suggests future research on non-users
and corporate perceptions.

Prakash M (2022): Focuses on the increasing comfort and convenience perceived by consumers,

supported by government initiatives.
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o Farheen Zehra et al. (2024): Establishes that convenience, security, trust, and incentives are the primary

drivers shaping consumer preferences.
2. Technological Adoption Models
e Romny Ly & Bora Ly (2024): Validates TAM and TPB models in Cambodia, emphasizing ease of use
and behavioral control as key factors.
e Saravanapavan Nasiketha et al. (2023): Empirical study on Sri Lankan youth identifies perceived risk
and performance expectancy as significant.
3. Impact of Government Policies & Demonetization
e Sonia Gupta (2024): Describes India’s digital payment surge post-demonetization, highlighting UPI’s
success and the role of government policies.
o Jaspal Singh (2019): Discusses India's digital payment infrastructure, positioning NPCI as pivotal.
4. Security, Convenience & Trust
e Dr. Namrata Khatri (2023): Identifies cost and convenience as key motivators for digital payment
usage.
e Syed Faizan Hussain Zaidi et al. (2023): Finds transparency and societal influence crucial during and
post-COVID-19 phases.
5. Geographic & Socio-Economic Variations
e Dr. M. Madana Mohan et al. (2021): Highlights millennials' preference for mobile banking, focusing
on user convenience.
e Suliman A Salem Ben Ghrbeia (2020): Presents a case study limited to Libya’s urban centers,
recommending broader geographic coverage for future research.
This literature review identifies a strong foundation regarding consumer behavior, policy impact, and
technological acceptance influencing digital payment adoption. However, significant gaps remain, particularly
in understanding non-user behavior, rural adoption barriers, and comparative analysis across different
demographic profiles, which my study seeks to address.
3. RESEARCH GAP
A comprehensive review of the existing national and international literature reveals that a substantial body of
research has been conducted predominantly in the areas of internet banking, mobile banking, mobile wallets,
card payments, and electronic/mobile payment systems. Most of these studies are primarily centered around
the urban working population, focusing on parameters such as occupational status, income levels, and gender-
wise disparities in the usage of digital payment systems. While some studies have explored digital transactions
in rural regions, particularly in relation to ICT (Information and Communication Technology) development,
there remains a conspicuous gap in literature concerning the inclusion of all key stakeholders in rural
economies. Specifically, minimal research attention has been directed toward understanding the perceptions,
preferences, and challenges faced by farmers, small vendors, artisans, employees, and landless laborers
regarding digital payment adoption.
Furthermore, a gap exists in analyzing:
e The level of awareness among rural consumers about the diverse digital payment options available.

o The most preferred digital payment modes in rural contexts.
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e The prime factors influencing consumer preferences, including but not limited to convenience,

transaction cost, security, trust, and infrastructural limitations.
In light of these identified gaps, the present research seeks to bridge this void by providing a holistic
examination of digital payment systems' adoption and perception among various socio-economic groups
within rural areas, with a specific focus on the Karnataka state. The study aims to offer insights into the
physical and digital aspects of payment systems in the Karnataka ecosystem, thereby contributing to the
formulation of targeted policies and strategies for enhancing financial inclusion and digital literacy the state.
4. SIGNIFICANCE OF THE STUDY
Globalisation has transformed the world into a global village, where seamless connectivity and integration are
pivotal. In this context, connecting rural populations through information technology for digital transactions
presents both a challenge and an opportunity. Digitalization has emerged as the game-changing skill of the
twenty-first century, playing a crucial role in socio-economic transformation.
The Digital India Programme, launched on 1st July 2015 by the Government of India, has been a major
initiative aimed at transforming India into a digitally empowered society and knowledge economy. Karnataka,
as part of this nationwide movement, has made significant strides in promoting digitalization in both urban
and rural regions. Despite these challenges, digital payment systems have witnessed accelerated adoption in
recent years. Although electronic financial transactions have been available in India since the early 1990s, the
prominence of digital financial transactions notably increased after 2005, with a significant surge following
the 2016 demonetization drive. This event marked a turning point, as citizens sought alternatives to cash-
based transactions, leading to heightened interest in digital payment modes due to their convenience, speed,
and benefits such as ubiquitous access, time-saving nature, and seamless fund transfers.
It aims to delve into consumer preferences towards digital payment systems in the Karnataka region, offering
valuable insights into the factors influencing adoption and the challenges faced. The findings of this research
will not only contribute to academic discourse but also aid policymakers, financial institutions, and
stakeholders in formulating targeted strategies to bridge the digital divide and promote inclusive financial
growth in state.
5. RESEARCH ISSUES
Based on a thorough review of existing literature and observations specific to the study area, the following
key research issues have been identified:
1. Examining the socio-economic conditions of the rural population in the study area and their influence on
the adoption of digital payment systems.
2. Exploring the relationship between financial literacy levels and the acceptance of digital transactions
among rural consumers.
3. Investigating the correlation between access to internet facilities and the usage of digital payment systems
in the region.
4. Analyzing the impact of demonetization on the adoption and usage patterns of digital payment methods.
5. Assessing the effect of the Covid-19 pandemic on the trends and patterns of digital payment adoption.

6. Evaluating the overall impact of digital transactions on the economic activities of Haveri district.
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6. OBJECTIVES

e To assess the level of awareness and understanding of the digital economy among consumers in the
Karnataka.
e To examine the key factors influencing consumer perception towards the digital economy in the study
area.
e To analyze the relationship between demographic characteristics and consumer perception towards the
digital economy.
7. HYPOTHESES:
1. Ha: There is a significant relationship between age and consumer perception towards the digital economy.
2. Ha: There is a significant relationship between income level and consumer perception towards the digital
economy.
3. Ha: There is a significant difference between education level and consumer perception towards the digital
economy.
8. RESEARCH METHODOLOGY
Sources of Data:
This study is based on secondary data.
o Secondary Data: Secondary data will be obtained from various reliable sources, including:
o Reserve Bank of India (RBI) publications and reports
o Ministry of Finance, Government of India
o Ministry of Statistics and Programme Implementation (MOSPI)
o NITI Aayog reports
o Online and offline annual reports of relevant government bodies
o Academic journals, magazines, newspapers, and published research theses from various universities
Locale of the Study: The study will be conducted in Karnataka State.
Sampling Technique: The study will employ Probability Sampling, specifically the Simple Random
Sampling technique, to ensure each respondent has an equal chance of being selected, thus reducing sampling
bias.
Techniques of Data Analysis: Appropriate statistical and econometric tools will be used for the analysis of
collected data. These include:
o Descriptive statistics such as percentages and growth rates
o Inferential statistics like the Coefficient of Correlation and Regression Analysis
o Time series analysis wherever applicable
These tools will help to interpret the data accurately and provide meaningful insights aligned with the research
objectives.
9. PROFILE OF KARNATAKA STATE
1. General Information
o State Formation: November 1, 1956 (Reorganized from Mysore State)
o Renamed: Karnataka in 1973

o Capital: Bengaluru
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o Official Language: Kannada

2. Geography & Administration
o Area: 191,791 sq. km (6th largest state in India)
o Districts: 31
o Borders: Maharashtra, Goa, Kerala, Tamil Nadu, Andhra Pradesh, Telangana
o Coastline: 320 km along the Arabian Sea
3. Demographics
o Population: ~6.5 crores (2021 estimate)
o Literacy Rate: 75.6% (2011 Census)
o Major Languages: Kannada (official), Tulu, Konkani, Urdu, Tamil, Telugu, Marathi
4. Economy & Industry
o GSDP: %24.82 lakh crore (2023-24 estimates)
o Major Industries: IT, Biotechnology, Aerospace, Automobiles, Textiles, Tourism
o Agriculture: Leading producer of coffee, sugarcane, spices, and ragi
o IT Hub: Bengaluru is known as the Silicon Valley of India
5. Education & Research
o Top Institutions: IISc, IMB, NLSIU, IIT Dharwad, IIIT Bangalore
o R&D Centers: ISRO (Indian Space Research Organisation HQ in Bengaluru)
6. Digital & Technological Advancements
o Leader in fintech, startups, digital payments, and UPI adoption
o High penetration of NFS Apps and e-governance initiatives
10. BACKGROUND OF THE STUDY
Growth and Impact of UPI in India
India's digital payment landscape has witnessed a revolutionary transformation with the introduction and
widespread adoption of the Unified Payments Interface (UPI). As of October 2024, UPI has cemented its
position as the dominant mode of real-time digital payments in India, contributing to the country's emergence
as a global leader in instant payment systems. Key highlights of UPI’s remarkable journey include:
e Global Leadership in Instant Payments:
India, through UPI, commands a significant share of the global instant payment market, reflecting its
technological advancement and financial inclusion drive.
e Market Dominance:
UPI has become the preferred digital payment method across India, contributing to 83% of total digital
payments in 2024.
o Key Statistics:
o Active Users: Over 350 million users actively utilize UPI for their financial transactions.
o QR Code Penetration: More than 340 million QR codes are deployed at merchant locations,

facilitating seamless cashless transactions.
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o Transaction Volume:

In October 2024, UPI processed approximately 16.58 billion transactions, amounting to a total
transaction value of ¥23.49 lakh crores.
e Growth Trajectory:
o UPI has demonstrated a 45% year-on-year growth in both transaction volume and value between
October 2023 and October 2024.
o The cumulative value of UPI transactions reached a milestone of ¥200 lakh crore in 2024.
o UPItransaction volume surged from 92 crore in FY 2017-18 to an impressive 13,116 crore in FY 2023-
24, registering a Compound Annual Growth Rate (CAGR) of 129%.
This phenomenal growth of UPI not only underlines the increasing consumer preference for digital payment
systems but also highlights India's strong digital infrastructure and policy initiatives aimed at promoting a
cashless economy.
Visual Trend Analysis:
The line chart above visualizes the monthly NFS App Volume in Karnataka (Jan 2023 - Feb 2025).
e We can clearly see the peak points in March 2023 (30.35 mn) and March 2024 (30.11 mn), matching
year-end financial activity.

e A declining trend starts mid-2024, reaching the lowest in Feb 2025 (23.72 mn).
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District-wise Share Analysis:

Here’s a sample of the calculated district-wise percentage shares of total NFS transactions:

Month- Bangalore | Belgaum | Mysore Bangalore | Dakshina | Rest . of
Year Share (%) | Share (%) | Share (%) Rural Kannada | Locations

Share (%) | Share (%) | Share (%)
Jan-23 33.99 5.55 5.35 4.37 4.40 46.33
Feb-23 33.87 5.59 5.44 4.37 4.26 46.47
Mar-23 33.08 5.70 5.40 4.28 4.22 47.35
Apr-23 33.54 5.65 5.44 4.32 4.36 46.69
May-23 33.23 5.61 5.47 4.21 4.54 46.97

Observation:

Bangalore consistently holds about 33%-34% share, while Rest of Locations covers a significant 46%-
47% share, showing strong transaction spread across semi-urban and rural areas too.

Year-wise Total Volume Summary:

Year Total NFS App Volume (mn)
2023 347.59
2024 335.76
2025 (Jan-Feb) 49.56
Observation:

e There's a slight decline in total volume from 2023 to 2024 (~3.4% decrease).
e The first two months of 2025 already suggest a downward trend, which might need further qualitative
analysis (could be shift to UPI, policy changes, etc.).

District-wise NFS App Volume Trend
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The detailed dataset of Karnataka's NFS (National Financial Switch) Application Volumes by district from
January 2023 to February 2025. Building upon the observations and insights previously discussed, let's delve

deeper into the data visualization, year-over-year (YoY) percentage changes, and forecast future trends.
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Data Visualization:

1. Overall Trend Analysis:
A line chart illustrating the total NFS App Volume in Karnataka from January 2023 to February 2025 reveals

a gradual decline over the period. The total volume peaked at 30.35 million in March 2023 and reached its
lowest at 23.72 million in February 2025.

2. District-wise Comparison:

A multi-line chart comparing NFS App Volumes across key districts—Bangalore, Belgaum, Mysore,

Dakshina Kannada, and Bangalore Rural—highlights the following:

o Bangalore: Consistently the highest contributor, but with a noticeable downward trend from 10.04
million (Jan 2023) to 7.12 million (Feb 2025).

o Belgaum: Relatively stable with minor fluctuations, peaking at 1.83 million in October 2023 and March
2024.

o Mysore: Experienced growth until early 2024, followed by a gradual decline.

o Dakshina Kannada: Steady decline from 1.30 million (Jan 2023) to 1.00 million (Feb 2025).

o Bangalore Rural: Minor fluctuations with a slight reduction in recent months.

Year-over-Year (YoY) Percentage Changes:

Month-Year Total Volume (mn) YoY Change (%)
Jan 2023 29.53

Jan 2024 30.01 +1.63

Jan 2025 25.84 -13.91

Feb 2023 27.93

Feb 2024 27.90 -0.11

Feb 2025 23.72 -14.96

Mar 2023 30.35

Mar 2024 30.11 -0.79

Note: Data for March 2025 is unavailable for comparison.
Forecast for the Next Few Months:
Utilizing a simple linear regression model based on the provided data, the projected NFS App Volumes for
Karnataka are as follows:
e March 2025: Approximately 23.50 million
e April 2025: Approximately 23.30 million
e May 2025: Approximately 23.10 million

Disclaimer: These forecasts are based on historical trends and do not account for unforeseen factors that

may influence transaction volumes.

11. IMPACT OF LITERACY ON DIGITAL PAYMENT ADOPTION IN KARNATAKA
1. Urban vs. Rural Digital Payment Adoption

e Urban Literacy Rate: 86.21% (Males: 90.54%, Females: 81.71%)

o Rural Literacy Rate: 68.86% (Males: 77.92%, Females: 59.60%)

o Higher literacy in urban areas suggests greater awareness and ease of adoption of digital payment
systems like UPI and NFS Apps.
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12.

Rural areas, with lower literacy, may face challenges in financial and digital literacy, affecting adoption
rates.

Need for targeted financial literacy programs to bridge the rural-urban gap in digital payment usage.

. Gender and Digital Financial Inclusion

Male Literacy Rate: 82.85%, Female Literacy Rate: 68.13%

The significant literacy gap may result in lower participation of women in digital financial transactions.
Rural women are more affected, with a literacy rate of 59.60%, potentially reducing their access to
UPI, NFS Apps, and online banking.

Strategies like women-focused digital literacy programs and self-help group (SHG) banking models

can help enhance financial inclusion.

. Scheduled Caste (SC) and Scheduled Tribe (ST) Digital Divide

SC Literacy Rate: 56.86%, ST Literacy Rate: 53.89%
Lower literacy levels among marginalized communities can hinder access to digital payment systems.
Need for inclusive digital initiatives, government subsidies, and multi-lingual digital payment

interfaces to improve adoption.

. Implications for Digital Economy Growth

Population Density: 319 per km?> — Moderate density favors digital payment penetration in urban areas
but may limit rural reach.

Urban Population: 38.67% — More digitally connected, contributing to rapid UPI adoption.

Sex Ratio: 973 females per 1,000 males — Gender-focused digital initiatives can enhance financial

participation.

. Policy Recommendations

Financial and Digital Literacy Programs: Focus on rural areas and marginalized communities.
Gender-Inclusive Financial Policies: Promote women-centric digital banking solutions.

Localized Language Support: UPI and NFS Apps in regional languages like Kannada, Tulu, and
Konkani.

Government and Private Sector Collaboration: Expand fintech solutions to rural Karnataka.

BENEFITS OF DIGITAL TRANSACTIONS
1.

Convenience: Transactions can be performed 24/7, from any location, minimizing the need for
physical cash or in-person banking.

Speed: Payments are processed instantly, offering faster fund transfers compared to traditional
methods.

Security: Digital transactions leverage encryption, multi-factor authentication, and secure protocols
to protect sensitive financial data.

Tracking & Transparency: Users and businesses can easily monitor and access detailed transaction

histories, facilitating better budgeting, record-keeping, and accounting.
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13. TECHNOLOGIES BEHIND DIGITAL TRANSACTIONS

1.

Blockchain: A decentralized, distributed ledger technology ensuring secure, transparent, and
immutable transaction records.

Cryptography: Utilized to encrypt transaction data and authenticate user identities, ensuring data
confidentiality and integrity.

Digital Wallets: Platforms such as Paytm, Google Pay, PhonePe, PayPal, and Apple Pay store user

payment information, facilitating seamless digital transactions.

14. KEY CHALLENGES FACING INDIA'S DIGITAL ECONOMY

15.

1.

Digital Divide: A significant gap persists between urban and rural regions, with rural areas lacking
adequate infrastructure, internet connectivity, and digital literacy.

Cybersecurity Risks: Increasing digital adoption raises risks of data breaches, fraud, phishing attacks,
and online scams. Strengthening cybersecurity frameworks is critical.

Digital Literacy: Despite initiatives, a large segment of India’s population, particularly in rural areas,
remains digitally illiterate, limiting their participation.

Regulatory Challenges: Rapid fintech growth often outpaces policy frameworks, creating challenges
in taxation, privacy, and consumer protection. The Personal Data Protection Bill aims to address these.
Fraud Risks: Risks of hacking, identity theft, and phishing scams are prevalent, necessitating robust
fraud detection systems.

Privacy Concerns: Concerns regarding the sharing and protection of personal and financial data are
prominent.

Technological Barriers: Access to reliable technology and internet remains a hurdle, especially in
underdeveloped areas.

Regulatory & Compliance Issues: Governments face the task of regulating digital currencies, e-
commerce, and online payments to ensure compliance, fair practices, and fraud prevention.

Cash Dependency: Despite digital growth, cash remains preferred, particularly in rural and older

demographics. Cultural and behavioral shifts are necessary to reduce cash dependency.

FUTURE OUTLOOK OF INDIA’S DIGITAL ECONOMY

Projected Growth: India’s digital economy is expected to grow to $1 trillion by 2025, contributing
significantly to GDP.

Technology Drivers: Innovations such as IoT, Al, Blockchain, 5G, and Machine Learning (ML)
will play key roles in enhancing digital services, security, and efficiency.

Digital Inclusion Focus: Emphasis will continue on bridging the digital divide, ensuring equitable
access to digital services across all socio-economic groups.

5G Rollout: 5G technology will boost internet speed, expand digital transaction capabilities, and
improve access in rural areas.

Al & ML Integration: AI/ML technologies will advance fraud detection, personalization of financial

services, and customer support systems.
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e Cashless Economy Goal: The Indian government aims to reduce cash usage, encouraging widespread

adoption of digital payments.
e Regulatory Evolution: Policies like the Personal Data Protection Bill and fintech regulations will

focus on enhancing user security, privacy, and fostering trust.

16. DIGITAL PAYMENTS GROWTH TRENDS

1. Overall Transaction Surge:
o Digital payment transactions rose from 2,071 crore (FY 2017-18) to 18,737 crore (FY 2023-24).
o A CAGR of 44% highlights rapid adoption.

2. UPI Dominance:
o UPI accounts for over 75% of retail digital transactions.
o January 2025 alone saw 1,700 crore UPI transactions, valued at over ¥23.48 lakh crore.

3. Future Projections:
o Digital payment transaction value is forecasted to reach US$1.89 trillion in 2025, with a CAGR of

16.31% (2025-2029).

o Expected to reach US$3.46 trillion by 2029.

17. Conclusion

India’s digital payments ecosystem has witnessed remarkable growth, evolving from a predominantly cash-
driven economy into a global leader in digital transactions. With the maturation of technologies such as
Artificial Intelligence (AI), blockchain, and 5G, alongside progressive regulatory frameworks, India is well-

positioned to become a global digital powerhouse, targeting a projected $1 trillion digital economy by 2025.

Analysis of Karnataka's digital transaction data reveals a consistent decline in NFS App Volumes, particularly
in major districts like Bangalore. This downward trend corresponds with the increasing adoption of alternative
digital payment platforms such as Unified Payments Interface (UPI) and Immediate Payment Service (IMPS),

which are favored for their convenience, speed, and efficiency.

The transition from traditional digital payment systems to more advanced methods reflects broader national
trends. Government initiatives, technological innovations, and shifts in consumer behavior have collectively
driven the rapid growth of digital payments. Notable factors include increased mobile internet penetration,

rising smartphone usage, and growing levels of digital literacy among the population.

These insights hold important implications for financial institutions and policymakers. There is a pressing
need to realign strategies to support the evolving digital payment landscape, emphasizing the development of

robust UPI infrastructure, strengthening cybersecurity measures, and promoting financial literacy programs.

Looking ahead, the Indian digital economy stands on the brink of significant growth and transformation. With
continued investment in infrastructure, supportive policies, and a focus on digital inclusion, India can
effectively leverage technology to enhance quality of life, generate employment opportunities, and stimulate

economic progress.

For comprehensive statistics and further information, stakeholders are encouraged to refer to official

publications from the National Payments Corporation of India (NPCI) and relevant government reports.
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