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Abstract: The present study examines the impact of digital payment systems on financial inclusion in rural
India. The study is based on primary data collected from 440 rural respondents through a structured
questionnaire using the convenience sampling method. Statistical tools such as percentage analysis, Pearson’s
correlation, Chi-square test, and multiple regression analysis were used for data analysis. The findings reveal
that digital payment systems significantly improve financial inclusion in rural areas. The study also identifies
digital literacy, internet access, and ease of use as major factors influencing adoption. However, challenges such
as low digital literacy, poor internet connectivity, and security concerns continue to affect the adoption of digital
payment systems in rural regions. The study concludes that strengthening digital infrastructure and financial
awareness can further promote financial inclusion and rural economic development.

Keywords: Digital Payment Systems, Financial Inclusion, Rural India, UPI, Digital Literacy.

I. Introduction

In the contemporary digital era, technological advancements have significantly transformed financial
transaction systems across the world. The growing use of smartphones, internet services, and digital platforms
has increased the accessibility and convenience of financial services. In India, digital payment systems such as
UPI, mobile wallets, internet banking, and Aadhaar-enabled payment systems (AEPS) have become widely
popular and have encouraged the shift toward a cashless economy.Financial inclusion refers to providing
affordable and accessible financial services to all sections of society, especially people in rural and
economically weaker areas. In rural India, lack of banking infrastructure, low financial literacy, and
geographical barriers have traditionally limited access to formal financial services. To address this issue, the
Government of India introduced initiatives such as Digital India and Pradhan Mantri Jan DhanYojana (PMJDY),
which have strengthened the foundation for digital financial services.

Digital payment systems have played an important role in improving financial inclusion by enabling rural
people to access banking and payment services through mobile devices. These systems help individuals perform
transactions, receive government benefits, pay bills, and transfer money easily without visiting banks. They also
promote transparency, reduce cash dependency, and support economic activities of farmers, small businesses,
and rural entrepreneurs.

However, challenges such as digital illiteracy, poor internet connectivity, lack of smartphone access, and
security concerns still affect the adoption of digital payments in rural areas. Therefore, continuous efforts from
the government, financial institutions, and technology providers are necessary to improve digital awareness,
infrastructure, and cyber security.Overall, digital payment systems have significant potential to enhance
financial inclusion and contribute to the economic development of rural India.

Il. Literature Review

Committee on Comprehensive Financial Services for Small Businesses and Low-Income Households
(2014) observed that a large section of the rural population in India faces challenges such as inadequate banking
infrastructure, high transaction costs, and low financial literacy. The committee suggested that digital payment
systems and mobile banking could serve as effective tools for improving financial inclusion by providing easier
and affordable access to financial services. Reports published by the Reserve Bank of India (2020, 2023)
highlighted the rapid growth of digital payment systems, particularly UPI, due to technological advancements
and supportive government initiatives. The reports stated that digital payments have reduced dependence on
cash, improved transparency, and expanded access to financial services. However, challenges such as cyber
security risks, uneven internet connectivity, and low digital awareness in rural areas continue to affect adoption.
According to Nandan Nilekani (2018), India’s digital infrastructure, including Aadhaar, mobile connectivity,
and digital payment platforms, has significantly strengthened financial inclusion. He emphasized that Direct
Benefit Transfer (DBT) systems have improved efficiency and transparency by ensuring that government
subsidies directly reach beneficiaries. Digital transaction records also help individuals create financial histories,
improving access to formal credit facilities.Studies conducted by the National Payments Corporation of India
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(2021, 2022) revealed that the use of UPI, QR codes, and mobile payment applications has increased rapidly in
rural India. These technologies have simplified transactions for farmers, shopkeepers, and small business owners
by reducing cash handling and promoting participation in the formal financial system.

The World Bank (2022) reported that digital financial services have contributed significantly to increased
account ownership and financial accessibility in developing countries, including India. The study found that
mobile-based transactions and direct government payments have supported savings, investments, and access to
credit, thereby helping reduce poverty in rural regions.Similarly, the International Monetary Fund (2022)
emphasized that digital financial services are essential for enhancing financial inclusion in developing
economies. The report highlighted that mobile payment systems reduce transaction costs, improve accessibility,
and enable faster financial transactions. However, infrastructure limitations and low digital literacy remain
major concerns in rural areas. Research by NITI Aayog (2021) examined digital payment adoption in India and
concluded that initiatives such as Digital India and financial inclusion schemes have accelerated the growth of
digital transactions. The study also observed that awareness programs and improved digital infrastructure have
positively influenced the adoption of digital payments in rural areas, although regional disparities still exist.

The Ministry of Electronics and Information Technology (2022) highlighted the importance of digital
infrastructure in expanding financial services. The report stated that increased smartphone usage and internet
penetration have improved access to digital payment systems in rural areas. It also stressed the need for digital
literacy programs to ensure effective utilization of these services.S Chandel and S Chandel (2025) studied the
role of digital payment systems in promoting financial inclusion in India. The study observed that digital
payment platforms have improved accessibility and convenience of financial services, particularly among
economically weaker sections of society. FinTech growth and digital banking access in India. The study
highlighted the increasing importance of digital payment technologies in expanding banking services and
encouraging participation in the formal financial system L Khurana, SR Chandra, NJ Rao, and V Thota (2025).

The role of digital public infrastructure in supporting financial inclusion and economic development in
rural India. The researchers emphasized the importance of digital infrastructure and technological accessibility
for strengthening digital financial services E Balasundaram and V N Navalagund (2026).Digital payment
adoption during the demonetization period in India. The study identified factors such as technological
awareness, perceived usefulness, and user acceptance as important determinants influencing digital payment
adoption B Sivathanu (2019).Consumer behavior toward digital payment systems in rural and urban areas. The
study highlighted that convenience, accessibility, and government support positively influenced digital payment
usage, while cyber security concerns and limited digital literacy acted as barriers P Yadav, A Jain, and N Pathak
(2024). Financial inclusion and digital payments in rural India. The study discussed the role of digital payment
systems in improving access to banking services and promoting financial participation among rural populations.

Problem Statement

The review of literature shows that many studies have examined the growth of digital payment systems
and their role in promoting financial inclusion in India. Most studies focused on digital infrastructure,
government initiatives, UPI adoption, and the benefits of digital transactions at the national level. However,
limited research has been conducted on the actual impact of digital payment systems on financial inclusion in
rural areas, particularly regarding the awareness, accessibility, usage behavior, and challenges faced by rural
users. Existing studies also provide limited empirical evidence from specific local or rural contexts. Therefore,
the present study aims to fill this gap by analyzing how digital payment systems influence financial inclusion in
rural areas and by identifying the opportunities and challenges associated with their adoption among rural
populations.

I11. Objectives
To evaluate the level of awareness of digital payment systems among rural users.
To analyze the impact of digital payment systems on financial inclusion among rural populations.
To identify the factors influencing the adoption of digital payment systems in rural areas.
To analyze the challenges faced by rural users while using digital payment systems.
To study the role of government initiatives in promoting digital payment systems and financial inclusion
in rural India.

agrownE

IVV. Hypothesis
1. There is no significant relationship between awareness of digital payment systems and their usage in
rural areas.
2. Digital payment systems do not have a significant impact on financial inclusion in rural areas.
3. Digital literacy, Internet access, and ease of use do not significantly influence the adoption of digital
payment systems in rural areas.
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V. Research Methodology

The present study is descriptive and analytical in nature and aims to examine the impact of digital
payment systems on financial inclusion in rural areas of India. The study adopted a quantitative research
approach to analyze the awareness, usage, influencing factors, and challenges related to digital payment systems
among rural populations. Both primary and secondary data were used for the study. Primary data were collected
from 440 rural respondents through a structured questionnaire using the convenience sampling method, while
secondary data were gathered from research journals, books, RBI reports, NPCI reports, government
publications, and relevant websites. The study focused on selected rural areas to understand the adoption and
impact of digital payment systems such as UPI, mobile wallets, internet banking, and Aadhaar Enabled Payment
System (AEPS). The collected data were classified, tabulated, and analyzed using statistical tools such as
percentage analysis, Pearson’s correlation, Chi-square test, and multiple regression analysis with the help of
statistical software. In this study, awareness, digital literacy, internet access, and ease of use were considered
independent variables, whereas financial inclusion and adoption of digital payment systems were treated as
dependent variables. The study is limited to selected rural respondents and findings may not fully represent the
entire rural population of India due to the use of convenience sampling.

VI. Result And Discussion
Table 1: Demographic Profile of Respondents

Demographic factors No. of respondents Percentage
Age Group:-
Below 20 44 10.00
21-30 162 36.82
31-40 196 44,55
Above 40 38 8.64
Total 440 100.00
Gender:-
Male 196 44,55
Female 238 54.09
Other 6 1.36
Total 440 100.00
Education Level:-
Illiterate 24 5.45
Primary 95 22
Secondary 107 24.32
Graduate 157 35.68
Post Graduate 57 12.95
Total 440 100.00
Occupation:-
Farmer 174 39.55
Self -employed 22 5.00
Salaried 48 10.91
Student 169 38.41
Others 27 6.14
Total 440 100

Above table presents the demographic profile of the respondents selected for the study. The findings show
that the majority of respondents (44.55%) belong to the age group of 3140 years, followed by respondents in
the 21-30 age group (36.82%), indicating active participation of middle-aged and young individuals in the use
of digital payment systems. In terms of gender, female respondents (54.09%) were slightly higher than male
respondents (44.55%). Regarding educational qualification, most respondents were graduates (35.68%),
followed by secondary-level educated respondents (24.32%), suggesting that educated individuals are more
aware of digital payment methods. The occupational profile reveals that farmers (39.55%) and students
(38.41%) formed the major share of respondents, reflecting increasing awareness and adoption of digital
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payment systems among rural populations.Overall, the demographic analysis indicates that education and
occupation play an important role in influencing the usage of digital payment systems in rural areas.

Table 2: Awareness and Usage of Digital Payment Systems

Awareness Level Frequency Percentage
High Awareness 138 31.4
Moderate Awareness 206 46.8
Low Awareness 96 21.8

Total 440 100

The table indicates that 46.8% of respondents possess moderate awareness regarding digital payment
systems, while 31.4% have high awareness. Only 21.8% respondents show low awareness. The findings imply
that government initiatives such as Digital India and PMJDY, along with increased smartphone penetration,
have improved awareness regarding digital payment systems in rural areas.

Table 3: Preferred Digital Payment Methods

Digital Payment Method Frequency Percentage
UPI Applications 212 48.2
Mobile Wallets 80 18.2
Internet Banking 58 13.2
AEPS 90 204

Total 440 100

The findings reveal that UPI applications are the most preferred digital payment method among rural
respondents with 48.2% usage. This is mainly due to ease of use, instant fund transfer facilities, and the
popularity of applications such as Google Pay, PhonePe, and Paytm. AEPS usage is also significant because it
enables banking services through Aadhaar authentication in rural regions.

Pearson’s correlation analysis was used to examine the relationship while the Chi-square test was applied
to examine the associationbetween awareness and usage of digital payment systems.

Table 4: Correlation between Awareness and Usage of Digital Payment Systems
Variables Correlation Coefficient (r) Sig. Value (p-value)
Awareness and Usage 0.742 0.000

Table 5: Chi-Square Test between Awareness and Usage
Variables Chi-Square Value Degrees of Freedom p-value

Awareness and Usage 24.638 4 0.001

The correlation coefficient value (r = 0.742) indicates a strong positive relationship between awareness
and usage of digital payment systems. Since the p-value is less than 0.05, the relationship is statistically
significant. Therefore, increased awareness significantly enhances the usage of digital payment systems among
rural users. The Chi-square test result indicates that there is a significant association between awareness level
and usage frequency of digital payment systems because the p-value is less than 0.05. Therefore, respondents
with higher awareness tend to use digital payment systems more frequently. The correlation and chi-square test
results show p-values below 0.05. Therefore, the null hypothesis is rejected, indicating that awareness
significantly influences the usage of digital payment systems.

Table 6: Impact of Digital Payment Systems on Financial Inclusion
Variables Correlation Value p-value
Digital Payments and Financial Inclusion 0.694 0.00

www.ijlemr.com 4 | Page



International Journal of Latest Engineering and Management Research (IJLEMR)
ISSN: 2455-4847
www.ijlemr.com || Volume 11 — Issue 05 || May 2026 || PP. 01-06

The correlation coefficient value of 0.694 indicates a positive and significant relationship between
digital payment systems and financial inclusion. Since the p-value is less than 0.05, the null hypothesis is
rejected. Therefore, digital payment systems significantly improve financial inclusion in rural areas.

Multiple regression analysis was conducted to identify the factors influencing adoption of digital
payment systems.

Table 7: Regression Analysis

Variables Beta Coefficient t-value Sig. Value
Digital Literacy 0.426 5.284 0.001
Internet Access 0.391 4.876 0.003

Ease of Use 0.458 5.912 0
R2 Adjusted R2 F-value p-value
0.702 0.694 38.426 0

The regression analysis indicates that the model is statistically significant with an R? value of 0.702,
implying that 70.2% of the variation in the adoption of digital payment systems is explained by digital literacy,
internet access, and ease of use. The adjusted R2 value of 0.694 confirms the reliability and goodness of fit of
the model. The F-value (38.426) with p-value less than 0.001 indicates overall model significance. Among the
independent variables, ease of use (B = 0.458) emerged as the strongest predictor of adoption, followed by
digital literacy (B = 0.426) and internet access (B = 0.391). Since all significance values are below 0.05, the null
hypothesis is rejected.

VII. Conclusion

The present study concludes that digital payment systems have significantly contributed to improving
financial inclusion in rural areas of India. The findings reveal that awareness and usage of digital payment
systems among rural populations have increased considerably due to government initiatives such as Digital
India, Pradhan Mantri Jan DhanYojana (PMJDY), and the growing availability of smartphones and internet
services. Digital payment platforms such as UPI, mobile wallets, internet banking, and Aadhaar Enabled
Payment System (AEPS) have made financial transactions faster, more convenient, transparent, and accessible
for rural users.

The study further confirms that factors such as digital literacy, internet access, and ease of use play a
crucial role in influencing the adoption of digital payment systems in rural areas. Among these factors, ease of
use emerged as the strongest predictor of adoption, indicating that simple and user-friendly digital platforms
encourage greater participation among rural users. The statistical analysis also established a significant positive
relationship between digital payment systems and financial inclusion, demonstrating that digital financial
services help rural individuals access banking facilities, transfer funds, receive government benefits, and
participate in the formal financial system more effectively.

Despite the positive impact, the study identified several challenges such as low digital literacy,
inadequate internet connectivity, lack of smartphone accessibility, and security concerns, which continue to
restrict the wider adoption of digital payment systems in rural regions. Therefore, continuous efforts are required
from the government, financial institutions, and technology providers to strengthen digital infrastructure,
improve financial and digital literacy, and enhance cyber security awareness among rural populations. Overall,
the study highlights that digital payment systems have strong potential to accelerate financial inclusion, reduce
dependency on cash transactions, and support the socio-economic development of rural India.

Future Scope

The present study provides useful insights into the impact of digital payment systems on financial
inclusion in rural areas; however, further research can be conducted on a larger geographical scale covering
different regions of India for more comprehensive findings. Future studies may compare rural and urban areas
and examine the role of emerging technologies such as artificial intelligence, block chain, and FinTech in
promoting digital financial services. Researchers can also explore the impact of digital payments on rural
entrepreneurship, women empowerment, agricultural finance, and poverty reduction. In addition, future research
may focus on cyber security, customer satisfaction, trust factors, and behavioural aspects affecting digital
payment adoption.
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