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ABSTARCT:

The rapid growth of digital payments has significantly transformed India’s financial system by
promoting cashless transactions and financial inclusion. Payments Banks play a key role in this
transformation by providing basic banking and digital payment services to underserved populations.
This study focuses on the role of Payments Banks in India’s digital payments ecosystem with special
reference to India Post Payments Bank (IPPB). IPPB utilizes India Post’s wide network to offer
services such as savings accounts, UPI, mobile banking, Aadhaar- enabled payments, and direct benefit
transfers, especially in rural and semi-urban areas. The study highlights that [PPB acts as a crucial link
between traditional banking and digital finance, supporting government initiatives and enhancing
inclusive economic growth.
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INTRODUCTION:

In today’s rapidly evolving financial world, digital payments have become more than just a
convenience—they are a critical part of the economy. The digital payments ecosystem represents the
complex network of technologies, institutions, and participants that allow money to move
electronically, eliminating the need for physical cash. This ecosystem is not only transforming the
way individuals and businesses transact but is also reshaping the overall financial landscape of
countries worldwide.

Digital payments bridge multiple stakeholders, including consumers, merchants, banks, fintech
companies, and regulators, to create a seamless, efficient, and secure flow of money. From small daily
transactions, such as paying for groceries through mobile wallets, to large interbank settlements, digital
payments are driving transparency, reducing costs, and improving the speed of financial transactions.
The emergence of this ecosystem has been particularly significant in developing economies like India,
where digital payments are playing a pivotal role in promoting financial inclusion, expanding access to
banking services, and reducing the dependence on cash-based transactions.

REVIEW OF LITERATURE:

Bhati & Gola (2025) — Payments Bank: A Tool for Financial Inclusion in India

This empirical study analyses factors driving Payments Bank adoption — such as zero-
balance accounts, convenience, and security — and outlines challenges like limited product scope,
lack of awareness, and restrictions on lending that affect their competitiveness in the digital payments
landscape.

Minj (2025) — Comparative Analysis of Payments Banks in India

The research compares operational models of major Payments Banks (India Post, Airtel, Paytm,
Fino), showing their contributions to financial inclusion and digital payment outreach but also
highlighting profitability and sustainability constraints due to regulatory limits and competitive
pressures.

Kshetrimayum R. Singh et al. (2024) — Adoption of Payments Bank Services among Rural
Customers: A Diffusion of Innovation Approach

This study uses a diffusion framework to explore adoption patterns in rural regions, emphasizing
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that technological factors and marketing efforts significantly shape awareness and future intentions to
use Payments Bank services — pointing to awareness gaps as a barrier to ecosystem growth.
Jasmine V. M. & M. A. Joseph (2024)

Explored rural customer adoption of Payments Bank services using the Diffusion of Innovation model,
highlighting low adoption rates and attitude determinants.

A. K. Mishra (2023)

Provided a broad review of Payments Banks and outlined a research agenda on their roles in financial
inclusion and transitioning India towards a cashless system.

Kaimal & Thomas (2023) — A Systematic Review of Payments Banks in India: Adoption, Financial
Inclusion, and Competitive Dynamics

This systematic literature review examines how Payments Banks influence digital payment adoption
and financial inclusion, identifying ease of use, trust, and usefulness as key determinants of adoption
while highlighting remaining gaps in measuring long-term inclusion impact and strategic positioning
within the banking ecosystem.

R. Pramani (2022)

Used grounded theory to investigate why Payments Banks have lower than expected

adoption among target segments, emphasising trust, awareness, and perceived need issues.

Pramani & Iyer (2022) — Adoption of Payments Banks: A Grounded Theory Approach

This study investigates why Payments Banks in India have had lower adoption among financially
excluded segments than expected, highlighting issues such as low awareness, trust deficits, and
customer perceptions that act as barriers to uptake.

Pahwa & Raj, 2022 Electronic Payments: Transformation in Payment Style and its Growth in India
This journal article outlines the shift toward cashless modes like mobile wallets, UPI, and other e-
payment channels in 2022, providing empirical context on how digital payments have transformed
transaction behaviour — background essential for understanding Payments Banks’ ecosystem role.
NEED FOR THE STUDY:

The Indian banking sector has been undergoing rapid transformation due to digitalization, regulatory
reforms, and an increased focus on financial inclusion. Payments Banks were introduced as a
differentiated banking model to provide basic banking and digital payment services to underserved
and unbanked sections of society. India Post Payments Bank (IPPB), being a government-owned
payments bank, holds a unique position due to its wide postal network and strong mission to promote
inclusive and digital banking.

Despite its wide reach and institutional support, Payments Banks operate under strict regulatory
restrictions, particularly the limitation on lending activities. This directly affects their revenue
generation and financial sustainability. Therefore, it becomes essential to study the role and
performance of Payments Banks in India’s digital payments ecosystem and analyze how effectively
they are contributing to digital financial inclusion.

The study helps in understanding the operational efficiency, sustainability, challenges, and growth
opportunities of Payments Banks, especially IPPB, in strengthening India’s move towards a less-cash
and digitally empowered economy

OBJECTIVES:
¢ To analyze how Payments Banks support financial inclusion through easy banking access.

%* To examine the role of Payments Banks in enabling fast, secure, and low-cost money
transfers.

%* To analyze the contribution of Payments Banks in government payments and DBT
schemes.

% To study the adoption of digital payment services among small merchants and
customers.
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% To analyze the impact of Payments Banks on reducing cash usage in the economy.

SCOPE FOR THE STUDY:

This study examines the role of Payments Banks in strengthening and expanding India’s digital
payments ecosystem, with a focus on their contribution to financial inclusion, digital transaction
growth, and accessible banking services. The study covers key Payments Banks in India, including
India Post Payments Bank, Paytm Payments Bank, and Airtel Payments Bank, analyzing their services,
outreach, and digital infrastructure. It evaluates how these banks promote financial inclusion by
providing basic banking facilities such as zero-balance accounts, simplified KYC, and doorstep
banking, particularly to unbanked and underbanked populations in rural and remote areas.

The study further explores the contribution of Payments Banks to digital payment systems through
mobile banking, UPI-based transactions facilitated by the National Payments Corporation of India,
QR code payments, Aadhaar Enabled Payment System (AEPS), and wallet services, thereby
supporting India’s shift toward a less-cash economy. It also examines the role of Payments Banks in
government payment distribution, including Direct Benefit Transfer (DBT), subsidies, pensions, and
welfare schemes, which improve transparency and efficiency in public fund delivery. Additionally,
the study analyzes the adoption of digital payments among small merchants and micro-businesses,
highlighting how low-cost and easy- to-use payment solutions reduce cash dependency and improve
financial participation.

LIMITATIONS OF THE STUDY:
1. The study is based on a limited sample size, which may not represent the entire
population of India.
2. Data collection is restricted to specific geographical areas and may not reflect
national-level variations.
The study is conducted within a limited time frame and does not capture long-term trends.
4. Limited access to detailed financial and operational data of Payments Banks such as India
Post Payments Bank, Airtel Payments Bank, and Paytm Payments Bank.
5. Frequent regulatory changes by Reserve Bank of India may affect the applicability of
findings.
6. Rapid technological advancements in platforms like Unified Payments Interface may make
the study findings time-sensitive.
7. Possibility of respondent bias in primary data collection through questionnaires and
interviews.
8. The study focuses only on Payments Banks and does not provide deep comparison with
commercial banks, NBFCs, or fintech companies.
9. Digital literacy and internet connectivity differences across regions are not fully
measured.
10. The study does not assess the long-term sustainability and profitability of Payments Banks.
RESEARCH METHODOLOGY:
The study will adopt a descriptive and exploratory research design, aiming to understand both how
Payments Banks operate and their impact on digital payment adoption and financial inclusion.
This design helps capture managerial, technological, and customer-centric perspectives in India’s
digital payments ecosystem.
RESEARCH PROCESS:
The research process for this study begins with clearly defining the penetration of digital payments in
India exclusively with respect to payments banks. which focuses on understanding how Payments
Banks contribute to the development of India’s digital payments ecosystem. After identifying the
problem, the study sets specific objectives such as examining financial inclusion, digital transaction
growth, customer adoption, and the role of Payments Banks in government payment systems. A
comprehensive review of existing literature, including reports, journals, and publications related to
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Payments Banks and digital payments, is conducted to build a strong theoretical foundation and
identify research gaps. Key institutional sources such as Reserve Bank of India and National Payments
Corporation of India are referred to for reliable secondary data and policy insights.

Descriptive Research:

The study adopts a descriptive research design to analyze the role of Payments Banks
in India’s digital payments ecosystem. This method helps in examining the growth of digital
payments, usage patterns, and the contribution of Payments Banks in promoting cashless transactions
and financial inclusion based on secondary data, without controlling any variables.

[ Research Design — Descriptive Research

[1 Sample Element — Payments Banks in India

L1 Sampling Unit — IPPB customers

0] Sampling Area — Proddatur

L] Sources of Data — Primary

DATA ANALYSIS:

Introduction

Data analysis and interpretation is an important part of the research study. It involves organizing,
summarizing, and examining the collected data to understand the role of Payments Banks in
strengthening India’s digital payments ecosystem. The data for this study was collected through a
structured questionnaire from 100 respondents including customers, small merchants, and digital
payment users.

Payments Banks such as India Post Payments Bank, Paytm Payments Bank, and Airtel Payments
Bank play a major role in promoting cashless transactions and financial inclusion. Demographic
Profile of Respondents

Table 1: Age-wise Distribution

AGE GROUP RESPONDENTS PERCENTAGE%
BELOW 20 18 18%

21-30 D) 2%

31-40 25 25%
ABOVE 40 15 15%

TOTAL 100 100%
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INTERPRETATION:

The majority of respondents (42%) belong to the 21-30 age group, indicating that young people are the
most active users of digital payment services and Payments Banks.
Table 2: Occupation of Respondents
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OCCUPATION RESPONDENTS PERCENTAGEY

STUDENTS 28 28%

EMPLOYEES 34 34%

BUSINESS 22 22%

OTHERS 16 16%

TOTAL 100 100%
m Students
m Employess
[ ]
m Business
m others
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INTERPRETATION:

Most users of Payments Banks are employees and students, showing that digitally literate and working
populations prefer digital banking services.

3. Usage of Payments Banks

Table 3: Awareness of Payments Banks

RESPONSE RESPONDENTS PERCENTAGE%
YES 88 88%

NO 12 12%

TOTAL 100 100%

INTERPRETATION:

A high level of awareness (88%) indicates that Payments Banks are well recognized among the public,
mainly due to mobile banking and government initiatives.

Table 4: Purpose of Using Payments Banks

PURPOSE RESPONDENTS PERCENTAGE%
MONEY TRANSFER 40 40%
MOBILE/DTH RECHARGE 22 22%

BILL PAYMENTS 18 18%

SAVINGS &DEPOSITS 12 12%

OTHERS 8 8%

TOTAL 100 100%
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RESPONDENTS
mMONEY TRANSFER m MOBILE/DTH RECHARGE
m BILL PAYMENTS m SAVINGS CDEPOSITS
m OTHERS

INTERPRETATION:

The primary use of Payments Banks is money transfer (40%), proving their importance in enabling

fast and low-cost digital transactions.

4. Impact on Digital Payments
Table 5: Payments Banks Encourage Cashless Transactions

RESPONSE RESPONDENTS PERCENTAGE%
STRONGLY AGREE 36 36%

AGREE 44 14%

NEUTRAL 12 12%

DISAGREE 8 8%

TOTAL 100 100%

B STRONGLY AGREE ®mAGREE mNEUTRAL m DISAGREE

INTERPRETATION:

The respondents’ opinion on whether Payments Banks promote cashless transactions. The majority of

Received: 07-02-2026 | Accepted: 16-03-2026 | Published: 23-03-2026

2026, Vol 7 Issue 1 | 80



W V International Journal of
_Xe— LAW, ARTS AND HUMANITIES
Ze Stera Peer Reviewed, Referred & Indexed Journal

PUBLICATIONS ISSN: 3070-0523 www.zesterapublications.com Original Research Paper

respondents (36% strongly agree and 44% agree), total 80%, have a positive perception that Payments
Banks encourage digital and cashless payments. This clearly indicates that Payments Banks play a
significant role in supporting India’s move toward a digital economy. About 12% of respondents
remain neutral, suggesting moderate awareness or balanced usage of both cash and digital modes.
Only 8% disagree, which represents a very small portion of the sample. Overall, the data confirms that
Payments Banks significantly contribute to reducing cash dependency and promoting digital
transaction adoption among users.

5. Security and Customer Trust

Table 6: Digital Payment Security Satisfaction

RESPONSE RESPONDENTS PERCENTAGE%
SATISFIED 48 48%
HIGHLY SATISFIED 22 22%
NEUTRAL 18 18%
UNSATISFIED 12 12%
TOTAL 100 100%
m SATISFIED m HIGHLY SATISFIED =
NEUTRAL m UNSATISFIED =
INTERPRETATION:

70% of respondents are satisfied with digital payment security, indicating growing trust in Payments

Banks, though some users still have concerns about cyber fraud.

FINDINGS:

¢ The availability of low-cost and quick money transfer services has increased the usage of

digital transactions among low-income groups.

** Payments Banks play an important role in Direct Benefit Transfer (DBT) schemes, ensuring
timely and transparent delivery of government subsidies.

** There is a noticeable increase in digital payment adoption among small merchants,
especially through mobile-based platforms and QR code systems.

%* Customers prefer Payments Banks due to their simplicity, accessibility, and user-
friendly interfaces.

Payments Banks have contributed to a reduction in cash usage, particularly for small-value and day-

to-day transactions.
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SUGGESTIONS:

Since Payments Banks have improved financial inclusion but still face gaps in rural areas, they should

expand branchless banking services and agent networks to reach more remote populations.
% As digital transactions are increasing, Payments Banks should further enhance transaction
speed and reduce service charges to encourage more frequent usage.

** Given their strong role in DBT schemes, Payments Banks should collaborate more with
government agencies to ensure wider coverage and timely disbursement of benefits.

** As small merchants are adopting digital payments, banks should provide incentives such as
cashback, discounts, and low transaction fees to promote continued usage.

*%* Since customers prefer simple and user-friendly services, Payments Banks should
continuously improve mobile app interfaces and customer support systems.

** TO further reduce cash usage, Payments Banks should promote cashless payment awareness
campaigns and encourage digital alternatives for daily transactions.

CONCLUSION
The present study examined the role of Payments Banks in strengthening India’s digital payments
ecosystem. The findings reveal that Payments Banks have emerged as an important financial
innovation, promoting financial inclusion, digital transactions, and cashless banking across the
country. By offering simple, low-cost, and technology- driven banking services, Payments Banks have
made formal financial services accessible to underserved and rural populations.
Payments Banks such as India Post Payments Bank, Paytm Payments Bank, and Airtel Payments Bank
have significantly contributed to the growth of digital payments by enabling fast money transfers,
mobile banking, bill payments, and merchant transactions. Their role in supporting government
initiatives like Direct Benefit Transfer (DBT) has improved transparency, efficiency, and timely
distribution of funds to beneficiaries.
In conclusion, Payments Banks have become a vital pillar of India’s digital financial ecosystem. With
continued improvements in security, technology, and customer-centric services, they hold strong
potential to further accelerate financial inclusion and contribute to the vision of a less-cash and
digitally empowered economy.
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Explains the role of banking channels, including Payments Banks, in subsidy transfers.
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