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ABSTRACT

The rapid evolution of digital payments, particularly mobile wallets, has transformed the financial landscape in
India. Driven by technological advancements, increased smartphone penetration, and government initiatives, e-
wallets have become a popular alternative to traditional payment methods. This paper explores the rise of e-wallets
in India, emphasising their role in enhancing convenience, speed, and accessibility for consumers. The COVID-
19 pandemic further accelerated the shift towards digital payments, with contactless transactions becoming
necessary in the era of social distancing. This transformation is marked by diverse digital wallets, including open,
closed, and semi-closed wallets catering to specific user needs. The study also highlights the competitive market
dynamics and regulatory frameworks that have fostered trust and security in e-wallet adoption. The findings
underscore the importance of continuous innovation in the payment ecosystem, as financial institutions and
technology providers adapt to evolving consumer behaviors and market trends.

Keywords: Digital Payments, Mobile wallets, Covid -19, E-Banking, E-Payments, M-Banking.

1. Introduction

Even before the concept of money existed, the so-called barter system was prevalent, where goods or services
were transacted mutually. The advent of money made these transactions easier. Later, coins and currency changed
the concept of money. The emergence of banks made a revolutionary change in this area; people developed
confidence in banking as it offered income and safety for their investments. A cheque system was introduced as
a payment alternative, which paved the way for various financial instruments like ATM cards and other prepaid
instruments. Internet adoption changed the entire scenario of payment and settlement; innovative payment systems
were introduced with the help of information technology. There are many remittance systems developed based on
cost and time considerations, such as Immediate Payment Service (IMPS), Aadhaar Enabled Payment System
(AEPS), National Electronic Funds Transfer (NEFT), and recently Unified Payments Interface. The Aadhaar
Payment Bridge System (APBS), National Automated Clearing House (NACH), and Electronic Clearing Service
(ECS) facilitate repetitive and bulk payments and settlements.

Mobile technology plays a vital role in financial transactions. By 2025, six in ten people will surf the
internet globally on handheld devices such as smartphones. It will be a giant leap from less than 50% of the global
population, which had such access in 2018. The major advantages of using e-wallets for payments are speed,
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convenience, time-saving, and cost-effectiveness. In addition, e-wallets provide discounts and cashback on
payments, digital records of transactions, control of black money, etc. These factors create a favourable
environment for the growth of digital payments in India. An e-wallet is a smartphone application that enables the
user to keep money electronically and facilitate online money transactions. We can carry cash in digital form in a
mobile wallet. Using a credit card or debit card or through internet banking, one can deposit cash into the mobile
wallet. Rather than utilizing your physical plastic card for purchasing, you can pay with your cell phone, tablet,
or smartwatch. The e-wallets perform the same functions that a traditional leather wallet does; the only difference
is that these functions can be digitally performed in the former. In addition to the banks, other service providers,
such as e-commerce websites, cellular operators, etc., offer these digital wallet facilities free of cost. Customers
need to register with the e-wallet service provider to access the services. Once the registration is over, they can
preload money in the wallet, which can be used for various payments. The e-wallets work on smartphones with
the help of payment gateways, banks, and mobile network operators.

Figure 1: MIND MAP OF PERIODICAL DEVELOPMENT OF MONEY
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Literature Review

The emergence of digital wallets, or e-wallets, has revolutionised the payment landscape, marking a significant
shift from traditional cash transactions to electronic methods. According to Agarwal (2018), e-wallets in India
have become increasingly popular due to their convenience and accessibility, providing users with a streamlined
approach to managing finances. Akhter and Tiwari (2019) trace the historical development of digital payments,
emphasising the transition from barter systems to modern e-wallets, with pivotal milestones like Coca-Cola's text-
message vending machines in 1997 highlighting early adoption. This evolution reflects a broader global trend
toward cashless transactions, driven by technological advancements and changing consumer preferences (Dutta
& Sharma, 2021). Various types of e-wallets cater to different user needs, as classified by their operational
frameworks. Closed wallets, such as those provided by Flipkart and Amazon Pay, are restricted to specific
merchants, facilitating seamless transactions within a closed ecosystem (Bansal & Choudhury, 2020). In contrast,
open wallets like M-Pesa allow users to withdraw cash and make purchases across various platforms, indicating
a more versatile application (Mastercard, 2021). Semi-closed wallets, such as Paytm and PhonePe, offer a hybrid
model, enabling transactions with a select group of partners while still retaining some flexibility (Kumar & Singh,
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2019). This segmentation underscores the tailored approaches e-wallet providers take to meet consumer demands.

The proliferation of e-wallets has also prompted significant changes in consumer behavior. Singh and
Verma (2020) highlight that the adoption of digital wallets is influenced by factors such as security, convenience,
and the growing prevalence of smartphones. As more consumers embrace these technologies, the overall payment
ecosystem evolves, necessitating continuous innovation from financial institutions and tech companies alike
(Zhou, 2019). Furthermore, studies show that user trust in e-wallet services, as facilitated by robust security
measures and user-friendly interfaces, plays a critical role in their widespread acceptance (Barford & Gunter,
2017). Market dynamics further illustrate the growing influence of e-wallets. The Reserve Bank of India (2021)
reports that regulatory frameworks are adapting to accommodate the rapid growth of digital payment solutions,
which, in turn, fosters consumer confidence. Major players like PayPal, Google Pay, and Samsung Pay have
capitalised on this trend, investing heavily in enhancing their digital offerings (Visa, 2021). The competitive
landscape remains vibrant, with innovations such as NFC-enabled payments setting the stage for the next
generation of contactless transactions (Android Authority, 2020). This competitive drive is crucial for sustaining
growth in an increasingly crowded market. The ongoing development of e-wallets signifies a transformative shift
in financial transactions, driven by technological advancements and changing consumer behaviors. The various
types of wallets address distinct user needs, while the rapid adoption of digital payments reshapes market
dynamics. As evidenced by the substantial investments from major corporations and favourable regulatory
developments, the future of e-wallets appears promising, heralding a new era of financial interaction that
prioritises convenience, security, and efficiency (Statistics and Trends, 2021). The continuous evolution of this
space will undoubtedly influence how consumers and businesses engage in financial transactions moving forward.
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Figure 2: Types and Evolution of E-Wallets
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The mind map provides a comprehensive overview of e-wallets, categorising them into open, closed, and semi-
closed wallets based on their usage and system integration. Open wallets (e.g., M-Pesa, PayZapp) allow payments
and cash withdrawals, while closed wallets (e.g., Amazon Pay, Flipkart Wallet) are restricted to specific platforms.
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Semi-closed wallets (e.g., Paytm, Google Pay) operate with select merchants. It traces the origin of digital
payments to Coca-Cola’s 1997 vending machines in Helsinki and highlights the transition from cash to contactless
payments. Key global players include Alibaba, PayPal, and Visa, with regions like North Europe and Asia-Pacific
driving growth, propelled by smartphone penetration. NFC technology is also emphasised as a driver of future
market trends. Additionally, acquisitions like Axis Bank’s purchase of FreeCharge and PayU’s acquisition of
Citrus Pay illustrate the evolving investment landscape.

Methodology

This study utilises a descriptive research approach, drawing from secondary data sources such as journals, articles,
industry reports, and government publications. A literature review was conducted to trace the historical evolution
of digital payments from barter systems to modern e-wallets, focusing on significant milestones and technological
developments. The study further categorises e-wallets into open, closed, and semi-closed frameworks, providing
insights into their unique operational models. Market reports from entities like the Reserve Bank of India (RBI)
were analysed to understand regulatory developments and the impact of mobile technology on payment behaviors.
Additionally, consumer behaviour studies were reviewed to examine the factors influencing e-wallet adoption,
such as security, convenience, and smartphone proliferation. Through this analysis, the research identifies key
market drivers, challenges, and future trends in the e-wallet space, offering a comprehensive overview of the
digital payment landscape in India.

Major Players in the Global Market

Alibaba Group Holding Ltd. (China), PayPal Holdings (US), Samsung Electronics Inc. (South Korea), Visa (US)
Apple, Inc. (U.S.), MasterCard (U.S.) Google, Inc. (U.S.), and Citrus Payment Solutions (India) are the major
players in the global market. With the widespread use of online purchases, the payment procedure system has
been changing, compelling it to use digital payments, due to which buyers changed originally from cash payments
to plastic money and finally to contactless payments. All these wallets can be accessed through concerned
applications on smartphones. Their operation is based on encryption software that protects you from the security
issues of online payments. Multiple credit cards and bank accounts can be stored in this wallet without security
concerns. We need not enter the bank account details whenever we make transactions. Soon after registering an
e-wallet profile, we will be able to perform the transactions in a faster way.

Recently introduced NFC (Near Field Communication) enabled mobile handsets to facilitate the users to
make contactless payments by placing their smartphones near the pay pad or contactless reader. After prompting
for payment confirmation through the wallet, we can make payments immediately. So NFC-enabled smart
payments are expected to drive the digital market shortly. The endless opportunities in this field attract more
players to invest in the e-wallet market. In July 2017, Axis Bank acquired a free-charge e-commerce company
offering digital transactions. On the other end, Paytm is being backboned by funding to boost e-wallet transactions.
Citrus Pay is acquired by PayU, owned by Naspers, for $130 million to expand its operations in India.
Geographically, North Europe has emerged to be the major region, just after North America, which contributes
most to the digital market growth. When we came to the Asia Pacific, Japan, China, and India were expeditiously
moving towards cashless countries. The high penetration of smartphones in this region accelerates the growth of
e-wallets in these countries.
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Graph-1: Various E-Commerce Payment Methods

E- Commerce payments methods
50%

40%
30%

20% I
10%
o MM HE NN N

3 < & >\ & & 2
N &8 &* A SN o R ¥ R ¥
K\ N X > 2 > S S £ 3
< S & o &% ks £ Ll
<& T & &

= 2018 2022

Source: Secondary Data

The bar graph compares various e-commerce payment methods in 2018 and 2022, highlighting shifts in consumer
behavior. E-wallets show significant growth, emerging as the most popular payment method in 2022, surpassing
both credit and debit cards. While credit card usage remains steady, debit card usage sees a slight decline. Bank
transfers and charge cards maintain moderate usage across both years, while traditional options like cash on
delivery and prepaid cards exhibit a declining trend. Additionally, newer payment methods, such as post-pay and
e-invoices, remain relatively low in adoption. The overall trend suggests a shift toward digital and contactless
payments, with e-wallets leading the transformation.

Graph 2: Global Point of Sale Payment Methods
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Generally, customers do feel insecure while transferring money by way of internet banking or through debit/credit
cards. Mobile wallets give them a sense of security by acting as an intermediary between the vendor and the bank.
In India, the mobile wallet market is expected to grow from $ 16 billion in 2018 to $ 184 billion by 2024, exhibiting
growth at an astonishing CAGR (compound annual growth rate) of 44% during 2019-2024. The growth of mobile
wallets in the Indian market can be reckoned to be the result of the high smartphone penetration and the increased
internet user base across the country. Moreover, India’s mobile wallet market has been showing an upward trend
since various e-commerce companies started adopting UPI-based mobile wallets for the convenience of their
customers. Earlier, digital payments had been slowly getting people‘s attention. But in the last few years,
especially after demonetisation, there has been a paradigm shift in the payment system, which is largely influenced
by the growing e-commerce sector and e-wallet services and resultantly enhanced inclination towards digital
payments using mobile phones. The Digital India movement by the central government accelerated the growth of
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mobile wallet adoption in rural and semi-urban areas by extending financial services to the unbanked population.
Result

Unified Payments Interface is an initiative taken by the National Payments Corporation of India (NPCI), which
facilitates immediate real-time payment. It helps in instantly transferring funds from one bank account to another
with the help of a smartphone application. Hence, the Unified Payments Interface is a mechanism through which
multiple bank accounts can be linked to a single mobile application. Now, in India, UPI transactions are controlled
by the IBA (Indian Bank Association) and the RBI. The UPI is a payment mechanism that facilitates the immediate
transfer of money without giving any bank details like account number and IFSC. Instead of it, the virtual payment
address (VPA) is used to make payments. Traditional mobile wallets require certain funds to be advanced to the
wallet first. Then only they can transact money using these wallets. This advanced amount does not fetch any
interest either. However, the introduction of UPI in the wallet system has transformed the entire realm of payment,
as UPI does not ask for money in advance. Our money remains in the bank account until a payment demand
through an e-wallet occurs. Almost all e-wallets are now working on the mechanism of UPI. Thus, the introduction
of UPI in the e-wallets demands a new variable that needs to be studied. It helps to know whether the added
advantage of UPI has helped to increase the usage rate of e-wallets among consumers. The system has grown
rapidly since launch, nearing 800M transactions per month in Mar 2019, less than 3 years from launch.

The COVID-19 pandemic has dramatically changed the way consumers shop. Especially after the
government had given instructions for large-scale stay-at-home, many consumers deliberately avoided direct
contact with people and objects. As per the US's National Institute of Allergy and Infectious Diseases, Centres for
Disease Control and Prevention, Princeton University, and the University of California, the virus can survive for
up to 24 hours on cardboard, up to four hours on copper, and, while on plastic and stainless steel, it could last for
at least six days (www.nejm.org). The cash management companies ensure that all possible precautionary steps
are taken to ensure that cash is handled with minimum human contact. The cash handling personnel regularly
wear masks and sanitise their hands before and after having physical contact with currency notes. Even though
when cash is exchanged, it is likely to transmit viruses in due course. The government of India also urges its
citizens to use more digital payment instead of physical transactions. The Reserve Bank of India too urged the
citizens to conduct more electronic transactions so that there are fewer chances of people crowded in ATMs and
banks to withdraw cash where a customer needs to swipe his or her card at the point-of-sale (POS) terminal
pressing keypads touched by many other shopkeepers. Mobile wallets have more prominence compared to other
digital payments like debit or credit cards.

Digital transactions replaced cash transactions all over the world. The situation is also the same in India.
In light of poor educational facilities and a lack of technological knowledge, the speed of digitalisation is slow in
rural areas and among aged people, whereas, among youth and in the urban sector, technology gets wider
acceptance. Mobile phones with the internet are inevitable in their lives. Many catalysts, such as time-saving,
ease, speed, convenience, pandemic situations, etc., boost the acceptance of e-wallets. To achieve the goal of a
cashless economy, there is an urgent need for popularising financial transactions through mobile. Even though
many people, especially youth, have started using mobile as a medium for financial transactions in the wake of
demonetisation, cash continues to remain the predominant form of transaction. Indian policymakers, commercial
enterprises, and academicians are tremendously interested in exploring the possibility of moving towards a
cashless economy. Shortly, e-wallets will emerge as the best medium for financial transactions.

Discussion

The introduction of the Unified Payments Interface (UPI) by the National Payments Corporation of India (NPCI)
has revolutionised digital payments by enabling instant real-time transfers between bank accounts without the
need for account details or IFSC codes. UPI uses a virtual payment address (VPA) for seamless transactions,
offering a major advantage over traditional mobile wallets that required pre-loading funds without earning interest.
With UPI, funds remain in the user’s bank account until needed, increasing flexibility and security. Almost all e-
wallets have integrated UPI, significantly enhancing their usage and convenience. The growth of UPI has been
remarkable, with 800 million monthly transactions recorded by March 2019, less than three years after its launch,
reflecting its success in transforming payment habits.
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The COVID-19 pandemic has further accelerated the shift towards digital payments as consumers
avoided physical contact to minimise the spread of the virus. With scientific studies indicating that the virus could
survive on surfaces such as plastic and stainless steel for up to six days, the Indian government encouraged citizens
to adopt digital payments over cash transactions. Banks and cash management companies implemented safety
protocols, such as sanitising cash and wearing protective gear, to reduce the risks associated with handling
currency. However, concerns about cash-based virus transmission, crowded ATMs, and shared POS terminals
motivated a surge in e-wallet adoption. As mobile wallets allow contactless transactions and greater convenience,
they have gained preference over physical payment methods, including debit and credit cards, during the
pandemic.

Despite rapid growth in digital transactions, India still faces challenges in achieving a cashless economy,
particularly in rural areas and among older populations where education and technological access are limited. In
contrast, urban sectors and younger generations have widely embraced mobile-based financial transactions,
especially post-demonetisation. Mobile phones with internet connectivity have become essential tools for
conducting everyday transactions. Factors such as time-saving, ease of use, and pandemic-driven shifts have
contributed to the rise of e-wallets. However, cash remains a predominant payment method, especially in rural
regions. Policymakers, commercial enterprises, and academics are actively exploring strategies to promote digital
transactions and create a robust, cashless economy soon, with e-wallets emerging as a key player in this
transformation.

Conclusion

The widespread adoption of digital payments, particularly e-wallets, marks a transformative shift in the way
financial transactions are conducted in India. The introduction of UPI by NPCI has played a pivotal role in
reshaping the payment landscape, offering instant, secure, and interest-free transactions directly from users' bank
accounts without the need for preloaded funds. E-wallets, which now integrate UPI, have become increasingly
popular due to their convenience, speed, and ability to conduct contactless payments, especially during the
COVID-19 pandemic. As consumers and businesses embraced these digital solutions, the reliance on traditional
methods like cash and credit cards decreased, fostering a favourable environment for the growth of mobile-based
financial transactions. However, challenges remain in achieving a fully cashless economy. While urban areas and
younger populations have quickly adopted digital payments, rural regions and older generations face barriers such
as limited technological access and financial literacy. Nonetheless, the pandemic, coupled with initiatives like
demonetisation and the Digital India movement, has accelerated the transition toward digital payments. As
policymakers, financial institutions, and tech companies continue to invest in digital infrastructure, e-wallets are
poised to play a crucial role in India’s journey toward a cashless economy, with promising potential to enhance
financial inclusion across diverse segments of society.
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