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ABSTRACT

The rapid advancement of financial technology has significantly transformed the payment
ecosystem, leading to the widespread adoption of digital payment systems across India.
Among various digital payment methods, the Unified Payments Interface (UPI) has emerged
as one of the most preferred platforms due to its convenience, speed, security, and
interoperability. The present study examines the changing trends in digital payments and
consumer preference toward UPI applications. The study is based on primary data collected
from 300 respondents using a structured questionnaire. Descriptive statistics and non-
parametric statistical techniques, including the Mann—Whitney U test, were employed to
analyze the data and examine consumer preferences across selected demographic groups.

The findings indicate that government initiatives, technology adoption, merchant acceptance,
digital infrastructure, and rewards and promotional offers play an important role in
influencing digital payment trends. The study also reveals that consumers generally prefer
UPI applications because of their ease of use, transaction speed, security, customer support,
and widespread acceptance among merchants. Furthermore, the analysis suggests that
demographic characteristics such as gender do not significantly influence consumer
preference toward UPI applications across the selected dimensions. The results emphasize the
importance of enhancing digital infrastructure, strengthening security mechanisms,
improving service quality, and increasing digital financial awareness to promote the
sustainable growth of digital payments. The study provides valuable insights for
policymakers, banks, fintech companies, merchants, and researchers by identifying the key
factors influencing consumer preference and supporting the development of customer-centric
digital payment strategies..

Keywords: Digital Payments Unified Payments Interface (UPI), Consumer Preference,
Technology Adoption, Digital Infrastructure, Government Initiatives, Fintech, Cashless

Economy....

INTRODUCTION

The world's financial landscape has undergone a profound
change in recent years thanks to the advance of
information and communication technology, and digital
payment systems are now widely used. In today's digital
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age, online payments have become a crucial part of the
economy, allowing consumers and businesses to make
payments in a fast, secure, and convenient manner. The
digital payment landscape in India, over the last decade,
has experienced a significant transformation, with the rise
in internet and smartphone penetration, supportive
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government policies, and a series of innovations in
financial technology. The Unified Payments Interface
(UPI) has transformed the digital payment landscape by
offering a seamless, interoperable, and convenient
platform for making instant bank-to-bank payments. The
facility, ease of access, and cost-effectiveness of UPI have
made it one of the most popular e-payment options.

The Government of India and the Reserve Bank of India
have been instrumental in fostering digital transactions by
launching initiatives like Digital India, financial inclusion
mission, and creating a secure payment ecosystem. The
demonetisation drive of 2016 also played a pivotal role in
the adoption of digital payment platforms by encouraging
consumers and businesses to move away from cash and
adopt digital payments. The COVID-19 pandemic was
another significant driver of using digital payment, as
people began to favour contactless payment methods to
avoid physical interaction and ensure hygiene. There are
multiple technological, economic and behavioral factors
affecting the consumer preference towards UPI
applications. Users consider the speed at which payment
applications process transactions, security, usability,
merchant acceptance, customer support, rewards,
cashback offers, and service quality when evaluating
digital payment applications. With growing rivalry among
UPI service providers, companies are constantly coming
up with new features, customizations and offers to gain
and keep customers. It is therefore crucial for payment
service providers to grasp consumer preference factors in
order to boost customer satisfaction and maintain
competitive edge. It explores the key impetus that shapes
the adoption of digital payment and also assesses the
consumers' perceptions on the different features of UPI
Apps. The results of the study will help expand the
existing knowledge base by offering insights into
consumer behaviour and support strategic decision-
making by digital payment service providers, as well as
helping policy makers foster a safe, efficient, and
inclusive digital payment system.

Theoretical Background

Consumer expectations and financial habits also have
changed with the evolution of digital transactions.
Consumers now expect seamless, secure and reliable
payment journeys that are integrated with a variety of
online and offline services. As digital payment
technologies continue to develop and advance, more
consumers are accepting QR code payments, mobile
wallets, contactless, and biometric authentication. They
have led to new potential for financial institutions,
merchants, fintech and policymakers to deepen and
enhance digital financial inclusion and economic
efficiency.

There are several theories that explain the adoption of
digital payments and consumers' preference for UPI
applications: Theory of technology adoption, Theory of
consumer behavior, Theory of innovation diffusion. The
theoretical frameworks that account for the way people
assess new technologies, build trust in digital systems and
make decisions about the uptake of innovative financial
services. The ease of use of UPI interface, quick
transaction processing, and easy registration processes

greatly improve consumers' willingness to use UPI
services.

Another theoretical approach is the Unified Theory of
Acceptance and Use of Technology (UTAUT) proposed
by Venkatesh et al. (2003). It proposes that the four factors
of performance expectancy, effort expectancy, social
influence, and facilitating conditions jointly influence
technology adoption. In the digital payment system, user
perception of convenience, peer influence, technical
infrastructure and institutional support affects their choice
of UPI app.

Theory of Diffusion of Innovation (2003) is another
theory that describes the process of innovation diffusion
in society, proposed by Rogers. This theory states that the
acceptance of digital payment technologies will rely on
the perceived relative advantage, compatibility,
complexity, trialability, and observability. The reason for
the rapid diffusion of the UPI applications is the
significant benefits they provide over traditional payment
formats, such as fast fund transfer, interoperability
between banks, transaction fees, and acceptance by
merchants.

Consumer Behavior Theory also offers key insights into
the adoption of digital payment. Psychological, personal,
social, cultural and economic factors affect consumer
preferences. Consumers are willing to use digital payment
applications, and the influences are significant — trust,
perceived risk, financial literacy, income, education and
previous digital experiences. As consumers are doing
more and more financial transactions on their mobile
devices, security and privacy have become a key factor in
their decision.

Behavioral theories also focus on incentives as a driver of
consumer choices. The offers of Cashback, Discounts,
Rewards, Loyalty and Promotion help to drive repeated
usage of UPI apps and build customer retention. Likewise,
service quality theories emphasize on the importance of
transaction reliability, customer support, responsiveness
and system availability to improve user satisfaction.

The institutional theory also provides insights into how
government policies and regulatory environments
contribute to the adoption of digital payments. The
government's Digital India and financial inclusion
initiatives, the payment security guidelines, financial
regulations, and ongoing enhancements in payment
infrastructure have helped boost consumer confidence in
digital payment options.

All these theoretical numbers offer a holistic view of the
evolving dynamics of digital payments and consumer
preference for UPI apps. They provide an understanding
of how technological characteristics, institutional support,
consumer perceptions, and market competition interact to
shape digital payment behaviors.

Figure: 1

Advances in Consumer Research

637



How to cite : Geethashree K., Peddi Swetha Vardhana Rao, Swarnalatha S. G., Mrs. Jasmin K. A., Sumithra A. B., Bhagya S.., Changing
Trends in Digital Payments: An Analysis of Consumer Preferences for UPI Apps... Advances in Consumer Research. 2026;3(7): 636-641

CONCEPTUAL FRAMEWORK
CONSUMER PREFERENCE FOR UPI APPS
EASE OF USE

SECURITY AND PRIVACY

TRANSACTION SPEED
AND RELIABILITY

CONSUMER
PREFERENCE

FOR UPI APPS

REWARDS AND
CASHBACK OFFERS

MERCHANT ACCEPTANCE
AND COMPATIBILITY

CUSTOMER SUPPORT
The six factors influence
AND SERVICE QUALITY [ Consumer Preference for UPI Apps ]

Research Gap

Several studies have focused on the adoption of digital
payments and mobile payment technologies; there is little
research that has explored the evolution of digital
payments and consumers' preference towards UPI
applications in the same analytical framework. While
there have been many studies on the adoption of
technology, security concerns, or customer satisfaction
separately, there have been comparatively few studies that
have taken a multi-faceted approach to the relationship
between technology adoption, government policy,
merchant acceptance, digital infrastructure, rewards, and
consumer preference together. Additionally, because of
the dynamic nature of UPI services and the ever-evolving
expectations of consumers, ongoing empirical research is
needed.

Significance of the study

The present study is significant due to the fact that digital
payment methods are an essential part of people's
financial interactions for both individuals and businesses
and even government institutions. This learning from the
evolving digital payments landscape and consumer
preference for UPI apps can be beneficial to banks, fintech
firms, payment service providers, merchants and policy
makers. The results aid organizations in understanding the
most significant factors that drive customer choice and
enhance the quality, security, convenience, and
accessibility of UPI services. The study also makes a
contribution to the academic literature as it expands the
knowledge of digital payment behavior and technology
adoption. Moreover, the findings will contribute to
evidence-based decision-making on improving financial
inclusion, moving towards cashless transactions, and
boosting the fast-growing digital economy in India.

Statement of the Problem

With the advent of digital payment systems, the payment
scenario in India has entirely changed, and UPI
applications have emerged as one of the most popular
payment platforms in India. Although they are gaining
popularity, consumers are still facing issues with security
concerns, transaction failures, digital infrastructure,
merchant acceptance, and technological awareness and
service quality. Consumer preference also is influenced by
perceptions of convenience, reliability, rewards, and trust.
With the advancement of the digital payment technology,

it is crucial to understand the factors affecting consumer
preference towards UPI applications. Hence, the current
study aims to analyze the shift in digital payments and
highlight the most decisive factors that impact the
preference of the consumer towards UPI applications,
which will help the service providers and policymakers in
understanding the preferred factors.

Objectives of the Study
To examine the changing trends in digital payments.

To analyze consumer preference toward UPI applications.

METHODOLOGY

The present study adopts a quantitative research approach
to examine the changing trends in digital payments and
consumer preference toward UPI applications. The study
is primarily based on primary data collected from 300
respondents selected using the convenience sampling
technique**. Respondents were chosen based on their
accessibility and willingness to participate in the survey.
A structured questionnaire was designed and administered
through Google Forms to collect the required primary
data. The questionnaire consisted of demographic
questions and statements related to the factors influencing
digital payment trends and consumer preference toward
UPI applications, measured using a five-point Likert
scale. The collected data were coded, tabulated, and
analyzed using appropriate statistical tools, including
descriptive statistics and the Mann—Whitney U test, to
achieve the objectives of the study. The findings provide
insights into consumer behavior and the factors
influencing the adoption and preference of UPI
applications.

Analysis, findings and Results
Descriptive Statistics of Trends in Digital Payments

Descriptive statistics provide a comprehensive overview
of the central tendency and variability of the variables
included in a research study. In the context of digital
payments, descriptive analysis helps identify the average
level of respondents' perceptions regarding the major
factors influencing current digital payment trends. The
present study examines five important dimensions:
Technology Adoption, Government Initiatives and
Regulatory Support, Rewards, Cashback and Promotional
Offers, Merchant Acceptance, and Digital Infrastructure.
The analysis is based on responses collected from 300
participants, providing a reliable overview of consumer
perceptions. The findings offer valuable insights into the
relative importance of different factors driving the growth
and acceptance of digital payment systems. Such
information is useful for policymakers, financial
institutions, fintech companies, and service providers in
understanding consumer behavior and formulating
strategies to strengthen digital payment adoption.
Descriptive statistics therefore serve as the foundation for
further inferential analyses conducted in the study.
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Table 1 Descriptive Statistics- Trends in digital payments

[Factors IN Mean SD

Technology Adoption 300 2.89 1.101
Government Initiatives and Regulatory Support 300 2.95 1.247
Rewards, Cashback, and Promotional Offers 300 2.85 1.204
Merchant Acceptance 300 2.86 1.169
Digital Infrastructure 300 2.85 1.203

The descriptive statistics reveal moderate levels of
agreement among respondents regarding the factors
influencing trends in digital payments. Among the five
dimensions, Government Initiatives and Regulatory
Support recorded the highest mean score (Mean = 2.95,
SD 1.247), indicating that respondents perceive
government policies, regulations, and promotional
initiatives as the most influential factor in encouraging
digital payment adoption. Technology Adoption ranked
second with a mean of 2.89 (SD = 1.101), suggesting that
the availability and acceptance of digital technologies
contribute significantly to the growth of digital payments.
Merchant Acceptance obtained a mean score of 2.86 (SD
= 1.169), reflecting respondents' belief that widespread
acceptance of digital payment methods by merchants
supports increased usage. Rewards, Cashback, and
Promotional Offers and Digital Infrastructure each
recorded a mean of 2.85, with standard deviations of 1.204
and 1.203, respectively, indicating similar perceptions
regarding their influence on digital payment trends. The
standard deviation values, ranging from 1.101 to 1.247,
suggest a moderate level of variation in respondents'
opinions across all factors. Overall, the findings indicate
that all five dimensions contribute positively to digital
payment trends, with government support emerging as the
most influential factor, while the remaining variables also
play complementary roles in encouraging the adoption
and continued use of digital payment systems.

Gender and Customer Preference toward UPI Apps

Gender is often considered an important demographic
variable that may influence consumers' preferences,
perceptions, and usage behavior toward digital payment
applications. Differences in technology adoption, security
concerns, convenience, and promotional benefits can
shape how male and female users evaluate UPI (Unified
Payments Interface) apps. Understanding whether such
differences exist is valuable for app developers, financial
institutions, and policymakers in designing inclusive
digital payment services that cater to the needs of diverse
user groups. In this study, customer preference toward
UPI apps is assessed across six major dimensions:
Transaction Speed and Reliability, Rewards and
Cashback  Offers, Merchant  Acceptance  and
Compatibility, Customer Support and Service Quality,
Security and Privacy, and Ease of Use. This non-
parametric test evaluates whether there is a statistically
significant difference between the two independent
groups based on their mean ranks. The findings help
determine whether gender has a meaningful influence on
customer preference toward UPI apps. Such analysis
contributes to a better understanding of consumer
behavior in digital payment systems and provides useful
insights for improving user experience, customer
satisfaction, and the adoption of UPI applications across
different demographic segments.

Table: 2: Gender and Customer preference toward UPI APPS Mann—Whitney U test

[Factors Gender
IN Mean Rank (Test Result
Male 201 146.08 Mann-Whitney U 9061.500
[Transaction  Speed andp 99 159.47 7 11,306
Reliability
Total 300 Sig. .192
Male 201 149.89 Mann-Whitney U 9827.000
Rewards and Cashback Offers [Female 99 151.74 4 -.178
Total 300 Sig. 858
Male 201 144.62 Mann-Whitney U 8768.500
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Merchant  Acceptance andff emale 09 2 -1.720
Compatibility Total 300 Sig. 085
Male 201 148.14 Mann-Whitney U 9475.500
Customer Support and Servieer, - 09 15529 Iz 693
Quality
Total 300 Sig. .489
Security and Privacy Male 201 144.80 Mann-Whitney U 8804.000
Female 99 162.07 4 -1.675
Total 300 Sig. .094
Male 201 Mann-Whitney U 8705.000
Ease of Use [Female 99 163.07 Z -1.830
Total 300 Sig. .067

The Mann—Whitney U test was conducted to examine
whether customer preference toward UPI apps differs
significantly between male and female respondents across
six factors. The results indicate that none of the factors
showed a statistically significant gender difference, as all
p-values were greater than the 0.05 significance level. For
Transaction Speed and Reliability (U = 9061.500, p =
0.192), although female respondents recorded a slightly
higher mean rank (159.47) than males (146.08), the
difference was not significant. Similarly, Rewards and
Cashback Offers (U = 9827.000, p = 0.858) showed
almost identical preferences between males and females.
Merchant Acceptance and Compatibility (U = 8768.500,
p = 0.085), Security and Privacy (U = 8804.000, p =
0.094), and Ease of Use (U = 8705.000, p = 0.067) also
indicated higher mean ranks among female respondents,
but these differences were not statistically significant.
Likewise, Customer Support and Service Quality (U =
9475.500, p = 0.489) revealed no meaningful gender-
based variation. Overall, the findings suggest that both
male and female respondents exhibit similar preferences
toward UPI apps across all six dimensions. Therefore,
gender does not appear to be a significant determinant of
customer preference toward UPI applications in the
present study, indicating broad acceptance of UPI services
regardless of gender.

Implications for the Study

The results of this study hold significant implications for
financial institutions, fintech companies, merchants, and
the government. The report highlights key drivers of the
shift in digital payment preferences and the user
inclination towards UPI applications, helping the service
providers design customer-centric solutions and enhance
user experience. The findings support policy-makers to
strengthen digital payment infrastructure, improve
cybersecurity and promote financial inclusion initiatives.
The insights provided by the findings can guide merchants
in enhancing the acceptance and accessibility of digital
payment solutions and for fintech companies in
developing new functionalities and tailored services to
boost customer satisfaction. Academically, it investigates

the adoption of digital payments and consumer behaviour
in a field that is expanding.

Recommendations and Suggestions

On the basis of the study results, digital payment service
providers need to continue to make improvements to the
security, speed and reliability of the UPI applications to
increase the trust of the consumers. Improved digital
infrastructure and consistent network availability will
improve transaction efficiency and technical failures will
be limited. Fintech startups and banks have to create
interfaces that are easy to use, features that are innovative,
and reward programs that are attractive, to push customers
to use it regularly. Awareness campaigns and educational
programmes related to digital financial literacy should be
promoted by government agencies, especially in rural and
semi-urban areas. UPI payment should be made more
widespread in the various trades. There should also be
regular customer feedback mechanisms to detect customer
concerns, and continuously enhance the quality.

CONCLUSION

Digital payments have become a crucial part of the
financial landscape, revolutionizing the way people and
businesses make payments. These have paved the way for
a safe, convenient and efficient payment system to help
shape the vision of a cashless and digitally empowered
India.

In the present study, the trends of Digital payments and
factors affecting consumer preference towards UPI
applications have been analyzed. The analysis highlights
the importance of technology adoption, government
initiatives, merchant acceptance, digital infrastructure,
rewards and promotional offers, transaction efficiency,
security, and ease of use in shaping consumer perceptions
and payment behavior. The results show that consumers
are increasingly looking for applications that will provide
them with fast, secure and reliable payment experiences,
along with user-friendly features and good rewards and a
large number of payment options. These are key areas that
need ongoing enhancements to maintain customer
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satisfaction and drive long-term adoption of digital
payment services.

The study also highlights the importance of the role of the
government and financial institutions, fintech companies,
and merchants in enhancing digital payment system.
Securing technology, strong digital infrastructure,
educating consumers, and making service innovations are
essential investments to meet consumer expectations and
to overcome obstacles to adoption. Moreover, raising
digital financial literacy and inclusive access to digital
payment services will help to achieve financial inclusion
and economic development.

In summary, the study offers relevant lessons for
academics and practitioners on the changing face of
digital payments. The results can strengthen the
understanding of the consumer preference of UPI
application and provide some handy tips for designing a
successful strategy to boost digital payment usage. On the
path of sustainable growth in digital payments and
building consumer confidence in the digital financial
system, continuous innovation, stakeholder cooperation
and a customer-centric approach to service delivery will

continue to be vital...
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