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 Digital payment usage has grown rapidly with the spread of smartphones, internet 
connectivity and fintech innovations. This study focuses on the meaning and definition of digital 
payments, the objectives behind their adoption and their role in modern economic transactions. 
It examines the benefits and merits of digital payments, including convenience, transparency, 
speed and financial inclusion, while also highlighting key demerits such as security risks, digital 
fraud, dependence on technology and exclusion of digitally illiterate populations. The paper is 
based on secondary data from research articles, reports and institutional publications. The 

findings indicate that digital payments increase transaction efficiency, support formalization of the 
economy and improve record keeping, but they require strong cyber security frameworks, user 
awareness and inclusive digital infrastructure. The study concludes that digital payments are becoming an 
integral part of financial systems and that policymakers, service providers and users must address 
challenges to ensure safe and inclusive usage.     
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1. Introduction 
Payment systems are at the core of any 

economy because they enable the exchange of 
goods and services. For a long time, cash was the 
primary mode of payment in most countries. 
However, increased internet access, smartphone 
penetration and innovation in financial technology 

have changed how people pay for products and 
services. Digital payments have emerged as a 
widely used method for both small and large value 
transactions. Governments, central banks and 
private companies promote digital payments to 
reduce the cost of handling cash, improve tax 
compliance and strengthen transparency in 

 



                                                                                                                                                                                                                         ISSN: 2583-7354 

© 2026                                                         Volume: 05 Issue: 01 | January - 2026                                                    Page 81 

financial transactions. Consumers are attracted to 
digital payments because of convenience, speed 
and the ability to make payments from anywhere 
at any time. Merchants adopt digital payments to 
reduce cash handling, increase sales channels and 
maintain electronic records. This article explains 
the meaning and definition of digital payments, 
outlines the objectives of the study, discusses the 
benefits, merits and demerits of digital payment 
usage  provides findings and a conclusion based on 
a review of existing literature. 
 
2. Meaning   

Digital payment usage refers to the practice 
of making and receiving payments through 
electronic means rather than using physical cash 
or paper instruments. It includes all transactions 
where money is transferred through digital 
channels such as mobile applications, internet 
banking, cards, QR codes, point-of-sale (POS) 
terminals and other electronic platforms.  In 
simple terms, when a user pays for goods or 
services using a smartphone app, debit or credit 
card, internet banking, or any other electronic 
method, that is digital payment usage. It involves 
three basic components: a payer, a payee and a 
digital payment platform that processes and 
records the transaction. Digital payment usage 
covers a wide range of activities such as paying 
utility bills online, transferring money to friends or 
family, purchasing products from e-commerce 
websites, scanning QR codes at shops, using 
contactless cards in transport systems and paying 
salaries through online banking.  
 
3. Definition   

Different institutions define digital 
payments in slightly different ways. Some 
commonly used definitions are:  Digital payments 
are transactions that are carried out through 
electronic modes where both the payer and the 
payee use digital instruments to send and receive 
money and there is no physical exchange of cash. 
According to many central banks and financial 
regulators, a digital payment is any payment 
instruction or order that is initiated, processed 
and settled using electronic communication, 
networks, or devices. Based on these explanations, 
digital payments in this article are defined as: 
"Financial transactions in which money is 
transferred from one party to another using 
electronic devices, digital platforms, or online 

networks, without the direct use of physical 
currency."   
 
4. Objectives   

The main objectives of this study on digital 
payment usage are: 

  To explain the meaning and concept of 
digital payments in a clear and simple 
manner. 

  To study the benefits and positive impacts 
of digital payment usage for consumers, 
merchants and the economy. 

  To identify the main merits and 
opportunities created by digital payments, 
such as financial inclusion and improved 
transparency.  

  To examine the demerits and challenges 
related to digital payments, including 
security concerns, fraud and digital divide 
issues. 

  To analyze key findings from existing 
literature and reports on digital payment 
adoption and usage. 

  To provide a concise conclusion and 
suggestions for better and safer digital 
payment usage.   
 

5. Benefits   
 Digital payments provide a wide range of 

benefits at individual, business and 
national levels.   

 
6. Benefits to Consumers 

  Convenience: Users can pay bills, shop and 
transfer money at any time and from any 
location with internet access. This reduces 
the need to carry large amounts of cash or 
visit physical branches. 

  Speed: Transactions are processed quickly, 
often in real time or within a few minutes, 
which is useful for urgent payments. 

  Better Record Keeping: Digital platforms 
provide transaction history and electronic 
receipts, which help users track expenses 
and plan budgets. 

  Access to Online Services: Many services 
such as e-commerce platforms, online 
subscriptions, and app-based services 
require digital payment methods, making 
them easily accessible. 

  Offers and Rewards: Many payment apps 
and card providers offer cash back, 
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discounts, loyalty points and promotions 
that can reduce effective costs for users.  
 

7. Benefits to Merchants  
  Reduced Cash Handling: Less need to 

manage, store and deposit cash, which 
reduces the risk of theft, loss and 
counterfeit currency.  

  Faster Checkout: Digital payments can 
speed up billing and checkout processes, 
especially using QR codes and contactless 
methods.  

  Better Accounting and Transparency: 
Automatic transaction records simplify 
accounting, taxation, and financial 
reporting.  

  Wider Customer Reach: Businesses can 
sell products and services online, receive 
remote payments and serve customers 
beyond their local area.  Improved 
Customer Experience: Customers 
appreciate multiple payment options, 
quick transactions and secure payment 
processes.  
 

8. Benefits to Government 
  Formalization of the Economy: Digital 

payments leave an electronic trail, helping 
to bring more transactions into the formal 
economy and reducing unreported cash 
activities.  

  Improved Tax Compliance: With digital 
records of transactions, it is easier for tax 
authorities to monitor and reduce tax 
evasion. 

  Lower Currency Management Costs: 
Printing, transporting and handling cash is 
costly. Digital payments help reduce these 
expenses.  

  Financial Inclusion: Low-cost digital 
payment platforms offer financial services 
to people who are unbanked or 
underbanked, especially in remote and 
rural areas.  

  Data for Policy Making: Aggregated, 
anonymized transaction data can support 
better economic planning and decision 
making.  
 

9.  Merits of Digital Payment 
 Usage Beyond general benefits, there are 

specific merits that make digital payments 

attractive and strategic for long term 
development.  

 Transparency and Traceability: Every 
digital transaction is recorded 
electronically, which supports anti-money 
laundering measures and reduces 
corruption.  

 Integration with Other Services: Digital 
payment systems can be integrated with 
government benefit transfers, microcredit, 
insurance and savings products, increasing 
their usefulness. 

 Innovation and Competition: The growth of 
digital payments encourages innovation by 
fintech companies, banks and technology 
firms, leading to better services and lower 
costs for users. 

 Support for Small Businesses: Small and 
micro enterprises can start accepting 
payments easily using smartphones and QR 
codes without heavy investment in 
infrastructure.  

 Pandemic and Crisis Response: During 
health crises or emergencies, contactless 
and remote digital payments help maintain 
economic activity while reducing physical 
contact and crowding at payment points.   
 

10. Demerits  
Despite the advantages, there are several 

drawbacks and risks that must be addressed.  
 
11.  Security Risks and Fraud  
 Cyber Attacks: Digital payment systems 

may be targeted by hackers who attempt to 
steal money or user data. 

 Phishing and Social Engineering: Users may 
be tricked into sharing passwords, PINs, or 
one-time passwords (OTPs) through fake 
messages, calls, or websites. 

 Data Privacy Concerns: Large amounts of 
personal and financial data are stored in 
digital systems, raising concerns about 
misuse, unauthorized sharing, or data 
breaches.   

 
12. Digital Divide and Exclusion  
 Lack of Access: People in rural or remote 

areas may have poor internet connectivity 
or no access to smartphones and therefore 
cannot use many digital payment services. 
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 Low Digital Literacy: Elderly individuals, 
low-income groups and people with limited 
education may find digital interfaces 
difficult to understand, which can 
discourage usage.  

 Language and Interface Barriers: Digital 
payment apps often use specific languages 
or complex menus that are not user friendly 
for all segments of the population.   

 
13. Technical and Operational Issues  
 System Downtime: Technical failures, 

server outages, or network disruptions can 
interrupt payment services, causing delays 
and inconvenience. 

 Device and Network Dependence: Digital 
payments rely on charged devices, stable 
networks and sometimes specific hardware 
such as POS terminals. Power cuts or 
network failures can stop transactions. 
 Transaction Charges: Some digital payment 
methods involve service charges, 
convenience fees, or merchant discount 
rates, which may be a burden, especially for 
small businesses and low-value 
transactions.   

 
14. Behavioral and Social Concerns 

  Overspending: The ease of paying with a 
tap or click can encourage impulsive 
purchases because users do not feel the 
physical loss of cash. 

  Reduced Cash Use: A sudden fall in cash 
usage without proper digital inclusion 
measures can disadvantage individuals 
who depend on cash for daily transactions. 

  Trust Issues: Past incidents of fraud or 
failed transactions can reduce public trust 
in digital payment systems.  

  
15. Findings  
 Rapid Growth: The use of digital payment 

methods has increased sharply, especially 
after major policy events such as 
demonetization in some countries, 
government digital initiatives and growth 
of e-commerce.  

 Dominance of Mobile-Based Payments: 
Mobile wallets, QR-based payments and 
app-based platforms linked to bank 
accounts have become the most commonly 
used digital payment channels.  

 Greater Adoption in Urban Areas: Urban 
populations with better internet access, 
higher income levels and greater digital 
awareness show higher adoption rates 
than rural areas.  

 Contribution to Financial Inclusion: Low-
cost digital payment solutions have 
enabled new users to enter the formal 
financial system, even if they previously 
did not have access to traditional banking 
services.  

 Policy Support is Critical: Government 
schemes, central bank regulations and 
incentives such as lower transaction fees 
and merchant subsidies strongly influence 
the pace of digital payment adoption.  

 Security and Awareness Gaps: A large 
number of users are still unaware of basic 
security practices such as not sharing OTPs 
or using strong passwords, which exposes 
them to fraud.  

 Need for Infrastructure Strengthening: 
Stable internet connectivity, reliable power 
supply and secure payment gateways 
remain essential for ensuring smooth 
digital transactions, especially in 
developing regions.   

 
16. Conclusion  

Digital payment usage has transformed 
how individuals, businesses and governments 
handle financial transactions. It offers clear 
benefits in terms of convenience, speed, 
transparency, financial inclusion and support for 
economic growth. For many users, digital 
payments are now part of everyday life, whether 
for buying groceries, paying electricity bills, or 
receiving salaries. At the same time, digital 
payments bring important challenges. Security 
risks, cybercrime, data privacy concerns and the 
exclusion of people without digital access or 
literacy can limit the positive impact of digital 
transactions. Technical issues such as network 
failures and system downtime also affect trust and 
reliability.  For digital payment systems to reach 
their full potential, stakeholders must focus on 
several areas: strengthening cybersecurity 
frameworks, educating users on safe digital 
practices, improving digital infrastructure in rural 
and remote regions and designing simple, 
language-friendly interfaces. Regulators should 
ensure fair competition, reasonable transaction 
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charges and strong consumer protection rules. 
Digital payments are likely to gain even more 
importance in the coming years as technology 
advances. With responsible policies, secure 
platforms and inclusive practices, digital payment 
usage can support sustainable and inclusive 
economic development. 

 
17. References 
Reserve Bank of India (RBI). (various years). 

"Report on Trends and Progress of 
Banking in   India."  

World Bank. (2016). "Payment Systems 
Worldwide: A Snapshot." 
Washington, DC.  

BIS Committee on Payments and Market 
Infrastructures. (2016). "Fast 
payments – Enhancing the speed 
and availability of retail payments." 
Bank for International Settlements.  

Kaur, M., & Dhir, S. (2019). "Adoption of digital 
payments by consumers: A review." 
International Journal of Recent 
Technology and Engineering.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

McKinsey & Company. (2020). "The 2020 
McKinsey Global Payments Report." 

                           OECD. (2020). "Digital Disruption in 
Banking and its Impact on 
Competition." Organisation for 
Economic Co-operation and 
Development. 

 Kapoor, A. (2017). "Digital payments and their 
impact on the Indian economy." 
IOSR Journal of Business and 
Management. 8. World Bank. 
(2017). "Global Findex Database 
2017: Measuring Financial 
Inclusion and the Fintech 
Revolution." 

 
 
 
Cite this article as:  P. Pandeeswari and T. 
Gowri Thangam (2026). Digital Payment Usage. 
International Journal of Emerging Knowledge 
Studies. 5(1),  pp. 80–84. 
https://doi.org/10.70333/ijeks-04-12-22        
                                                                

 


