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Abstract: 

 

This article, "From Cash to Clicks: 

UPI's Role in Digital Payments in India," 

examines the transformative impact of the 

Unified Payments Interface (UPI) on 

India's financial ecosystem. Launched in 

2016 by the National Payments Corporation 

of India (NPCI), UPI is analyzed not merely 

as a payment mechanism but as a pioneering 

piece of public digital infrastructure that has 

successfully driven the nation's rapid shift 

from a cash-dependent economy to a digitally 

empowered one. 

 

The abstract covers the system's core 

features—instant, interoperable, 24/7 bank-

to-bank transfers secured by the Virtual 

Payment Address (VPA) and UPI PIN—

which democratized financial access. It 

highlights UPI's exponential growth, noting 

its processing of billions of transactions 

monthly, and underscores the critical 

transition from Person-to-Person (P2P) to 

widespread Person-to-Merchant (P2M) 

adoption, largely catalyzed by the zero-MDR 

policy for small vendors. 

Crucially, the abstract discusses UPI's 

profound role in financial inclusion by 

integrating underserved populations into the 

formal financial system and furthering 

economic formalization through digital 

traceability. Finally, it addresses ongoing 

innovations (like UPI Lite and Credit Card 

Linkage) and the challenges of cybersecurity 

and digital literacy, concluding that UPI has 

cemented India's status as a global leader in 

real-time digital finance. 

 

Keyword: UPI (Unified Payments 

Interface), Instant Payment, Digital 

Payments, Financial Inclusion, UPI Lite. 

 

Introduction:  

 

India's financial landscape is 

currently undergoing a period of profound 

and accelerated transformation, moving 

resolutely away from a legacy system 

dominated by physical currency towards a 

dynamic, digitally-driven economy. At the 

epicenter of this monumental shift is the 

Unified Payments Interface (UPI). 

Launched in 2016 by the National Payments 

Corporation of India (NPCI) and regulated by 

the Reserve Bank of India (RBI), UPI is more 

than just a payment application; it represents 

a revolutionary piece of public digital 

infrastructure. 

 

Before UPI, the digital payment arena 

in India was fragmented, characterized by 

proprietary mobile wallets and slow, 

cumbersome interbank transfer systems like 

NEFT and RTGS. The core objective of UPI 

was to dismantle these barriers by providing 

a single, unified platform capable of 

facilitating instant, secure, and seamless 

bank-to-bank transfers around the clock. 

 

In From Cash to Clicks: UPI's 

Role in Digital Payments in 

India 

Mr. Chetankumar P. Bakraniya 

Lecturer in Commerce 
Smt. B. V. Dhanak College,  

Bagasara 



 
 

ISSUE: 03, VOLUME: 03                      JAN-JUNE 2026                                                 30 

 

ISSN: 3107-3557 

(Online) 

 

ISSUE: 03 
VOLUME: 03 

 

The Knowledge Spectrum: An International 
Peer-Reviewed Multidisciplinary Journal 

 

 

This article, "From Cash to Clicks: 

UPI's Role in Digital Payments in India," 

will detail how this unique system has not 

only achieved its goal of simplifying 

transactions but has also served as a powerful 

engine for financial inclusion and economic 

formalization. By leveraging smartphone 

penetration and simple technology like QR 

codes, UPI has democratized finance, 

bringing even the smallest vendors and 

remote populations into the formal digital 

fold, thereby establishing itself as a global 

benchmark for fast and inclusive real-time 

payment systems. 

 

India’s financial landscape has 

undergone a monumental shift, accelerating 

its transition from a predominantly cash-

centric economy to a digitally-oriented one.1 

At the heart of this revolution lies the Unified 

Payments Interface (UPI). Launched in 

2016 by the National Payments Corporation 

of India (NPCI) and regulated by the Reserve 

Bank of India (RBI), UPI is not just a 

payment system; it is a public digital 

infrastructure that has democratized financial 

transactions, becoming a global benchmark 

for fast and inclusive payments.1 

 

The Genesis and Core Functionality: 

Before UPI, India’s digital payment 

scene was fragmented, relying on slower, less 

interoperable systems like NEFT, RTGS, and 

various proprietary mobile wallets. The 

objective of UPI was to create a single, 

unified platform that would enable instant, 

secure, and seamless bank-to-bank transfers 

24 hours a day, 7 days a week.2 

 

Key Features of UPI: 

 

• Instant Interoperability: 

UPI allows users to link multiple 

bank accounts to a single mobile application 

(like Google Pay, PhonePe, or Paytm).3 This 

high degree of interoperability allows users 

to send or receive money to/from any other 

user, regardless of their bank or the specific 

UPI application they use.3 

 

• Virtual Payment Address (VPA):  

The system uses a unique identifier, 

or Virtual Payment Address (VPA) (e.g., 

user@bank), instead of sensitive details 

like bank account numbers and IFSC codes.4 

This enhances security and privacy for every 

transaction.4 

 

• One-Click Two-Factor 

Authentication:  

Transactions are secured using the 

UPI PIN, which acts as the second factor of 

authentication, making payments quick and 

highly secure.5 

 

• Accessibility:  

By leveraging smartphone 

penetration and simple QR code technology, 

UPI dramatically lowered the barrier to entry 

for digital payments.6 

 

The Exponential Growth and Adoption: 

The launch and subsequent adoption 

of UPI have been nothing short of 

phenomenal. While initial adoption was 

gradual, it accelerated rapidly, particularly 

following key government initiatives and the 

economic shift induced by events like the 

2016 demonetization and the COVID-19 

pandemic, which pushed consumers and 

merchants toward contactless transactions. 

 

Data and Milestones: 

 

• Volume and Value: 
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As of recent reports (e.g., May 2025 

data referenced in the article), UPI processes 

well over 14.5 billion transactions monthly, 

with a total transaction value crossing ₹20 

lakh crore.7 This immense scale positions 

UPI as the world’s leading real-time payment 

system.7 

 

• Market Dominance: 

UPI accounts for more than 75% of 

all retail digital payments in India, far 

surpassing traditional payment methods.8 

 

• Shift from P2P to P2M: 

Initially, the platform was primarily 

used for Person-to-Person (P2P) transfers.9 

However, there has been a significant and 

crucial transition towards Person-to-

Merchant (P2M) transactions.9 This shift 

signifies the deepening commercial 

integration of UPI, with even the smallest 

vendors—from street food stalls to local 

kirana stores—adopting it for business.9 

The zero-Merchant Discount Rate 

(MDR) policy for small-ticket UPI 

transactions has been a major catalyst, 

encouraging millions of small business 

owners to switch from cash to digital 

acceptance without incurring additional 

costs. 

 

Advancing Financial Inclusion and 

Economic Formalization: 

UPI’s impact extends beyond 

convenience; it is a powerful tool for 

financial inclusion and economic 

formalization.10 

 

(1) Financial Inclusion: 

 

• Reaching the Underserved:  

UPI has successfully brought large 

segments of the population, including those 

in rural and semi-urban areas, into the formal 

financial system.10 The simple mobile-based 

interface makes it accessible even to those 

with limited digital literacy. 

 

• Connecting the Unbanked:  

By requiring only, a bank account and 

a phone number, UPI empowers millions 

who previously relied solely on cash to 

transact digitally. 

 

• Interlinking Government Benefits:  

It complements other government 

initiatives like the Jan Dhan Yojana (which 

provided basic bank accounts) and the Direct 

Benefit Transfer (DBT) scheme, ensuring 

subsidies and welfare payments reach 

beneficiaries instantly and without leakage. 

 

(2) Economic Formalization: 

• Digital Traceability:  

Every UPI transaction is recorded 

digitally, creating a transparent audit trail.11 

This has significant implications for reducing 

the use of black money, improving tax 

compliance, and bringing transactions from 

the informal economy into the formal sector. 

 

• Boosting Small Businesses:  

Small vendors and entrepreneurs can now 

accept digital payments instantly,  

improving their cash flow and 

providing them with a digital financial 

history that can potentially be used to access 

formal credit. 

 

(3) Innovations and Future Trajectory 

The UPI ecosystem is continuously 

evolving, with the NPCI introducing new 

innovations to enhance its utility and reach. 
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Challenges and Mitigating Risks: 

Despite its success, UPI faces a few 

challenges that must be addressed for 

sustained growth: 

 

• Cybersecurity and Fraud:  

 

The rapid growth of transactions 

makes the platform an attractive target for 

fraudsters.12 Continuous efforts are needed 

for robust risk management, consumer 

awareness campaigns, and advanced fraud 

detection systems.12 

 

• Digital Literacy:  

 

A significant portion of the 

population, especially in rural areas, still 

struggles with digital literacy, hindering full 

adoption. Simplifying the interface and 

providing multi-lingual support are crucial. 

 

• Infrastructure Gaps: 

 

 Server constraints and inconsistent 

internet connectivity in remote regions can 

sometimes affect transaction reliability, 

requiring continuous infrastructure 

upgrades.13 

In conclusion, UPI has been the pivot 

point in India’s journey from cash to 

clicks.14 By combining ease of use, instant 

settlement, and open architecture, it has not 

only revolutionized the way payments are 

made but has also acted as a powerful engine 

for financial inclusion and economic 

growth.14 UPI’s continued evolution, along 

with its growing international acceptance, 

cements India’s position as a global leader in 

the future of digital finance.14 

 

Discussion: UPI as a Paradigm Shift: 

 

The article "🇮🇳 From Cash to Clicks: 

UPI's Role in Digital Payments in India" 

presents a robust case for the Unified 

Payments Interface (UPI) being one of the 

most significant economic and technological 

interventions in modern India. The 

discussion centers on three main areas: UPI’s 

unique architectural advantage, its 

profound impact on inclusion and 

formalization, and the path of continuous 

innovation and global export it is 

undertaking. 

 

1. Architectural Superiority and Market 

Disruption 

Innovation Description Impact 

UPI Autopay Facilitates recurring payments for 

subscriptions, utility bills, or EMI 

installments. 

Automates transactions, 

improving customer convenience 

for subscription-based services. 

UPI Lite Allows users to make small-value 

transactions (typically up to ₹500) 

without an internet connection, 

directly from a bank account wallet. 

Enhances micro-transaction 

efficiency and overcomes 

connectivity issues in remote 

areas. 

Credit Card 

Linkage 

Enables the linking of Rupay Credit 

Cards to UPI, allowing credit-based 

transactions using the UPI QR code. 

Bridges the gap between UPI's 

convenience and the credit 

ecosystem, boosting credit usage. 

Internationalization UPI is being adopted by other 

countries (e.g., Singapore, UAE, 

France) for cross-border payments. 

Establishes UPI as a global 

fintech standard and strengthens 

India’s soft power in the digital 

economy. 
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The core of UPI’s success lies in its 

design as a public digital infrastructure. 

Unlike proprietary payment networks (like 

traditional credit/debit card rails) or closed-

loop mobile wallets that preceded it, UPI 

operates as an open, interoperable 

platform. 

 

• Bank-Centric Model:  

 

By facilitating instant, direct bank-to-

bank transfers, UPI bypasses the need for 

intermediaries to hold funds, significantly 

reducing settlement risk and cost. This is the 

key differentiator from mobile wallets. 

 

• Ease and Security:  

 

The use of the Virtual Payment 

Address (VPA) makes the transaction 

secure, abstracting sensitive account details. 

Combined with the UPI PIN for one-click 

two-factor authentication, the system 

achieves a near-perfect balance between 

speed, security, and user experience. This 

simplicity drove the swift adoption across 

diverse user segments, effectively solving the 

"last-mile problem" of digital payments. 

 

• The Zero-MDR Catalyst:  

 

The government-backed zero-

Merchant Discount Rate (MDR) policy for 

small-ticket transactions was a genius stroke 

of policy. By removing the cost barrier for 

acceptance, it encouraged millions of small 

vendors (kirana stores, street stalls) to adopt 

digital payments, quickly driving the critical 

mass needed for network effects. 

 

2. A Tool for Deepening Financial 

Inclusion and Formalization 

UPI’s impact extends far beyond 

convenience; it is a powerful socio-economic 

equalizer. 

 

• Bringing the Underserved into the 

Fold:  

 

UPI requires minimal digital literacy 

and only a basic bank account, successfully 

lowering the entry barrier into the formal 

financial system for millions in rural and 

semi-urban areas. It provides a reliable, 

universally accessible alternative to cash, 

directly supporting the goals of schemes like 

Jan Dhan Yojana. 

 

• Formalizing the Informal Economy: 

 

 Every UPI transaction is recorded, 

creating a digital financial footprint. For 

small businesses previously operating 

entirely in cash, this traceability provides 

three major benefits: 

 

1. Reduced Black Money: It introduces 

transparency and accountability. 

2. Tax Compliance: It expands the formal 

tax base. 

3. Access to Credit: The transaction history 

provides lenders with the necessary data to 

assess creditworthiness, potentially 

unlocking access to formal, affordable credit 

for micro and small enterprises (MSMEs). 

This shift from P2P to P2M is the strongest 

evidence of its formalizing effect. 

 

3. Continuous Evolution and Global 

Benchmark Status 

 

The article highlights that UPI is not 

static, which is crucial for its long-term 

viability. The NPCI’s commitment to 

continuous innovation ensures the platform 

adapts to new needs. 
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• Innovations for Scalability: 

 

 Features like UPI Lite (for offline, 

low-value transactions) and UPI Autopay 

(for recurring bills) address specific friction 

points—poor connectivity and subscription 

management—ensuring the system remains 

efficient across all geographies and use cases. 

 

• The Future of Credit:  

 

Linking RuPay Credit Cards to UPI 

is a critical step. It bridges the gap between 

UPI's ubiquity and the necessity of credit, 

allowing users to leverage their credit limit 

using the same simple QR code scan they use 

for debit transactions. This could 

revolutionize the way credit is used in India. 

 

• Soft Power and Internationalization:  

UPI is now an exportable model. Its 

adoption by countries like Singapore, France, 

and the UAE validates its architectural 

superiority and showcases India’s role as a 

leader in digital public goods. 

 

4. Mitigating Risks for Sustained Growth 

 

The discussion must also acknowledge 

the inherent challenges accompanying such 

rapid digital acceleration. 

 

• Cybersecurity and Fraud:  

 

The sheer volume of transactions 

makes the ecosystem an attractive target. 

Sustained investment in robust fraud 

detection algorithms and, more importantly, 

mass consumer awareness campaigns 

against phishing and social engineering are 

vital to maintaining user trust. 

 

• Digital Divide:  

 

While UPI is simple, the digital 

literacy gap remains a hurdle, particularly 

among the elderly and in remote areas. 

Simplifying the user interface further and 

providing better multi-lingual voice-based 

support are essential for universal adoption. 

 

In conclusion, UPI has functioned as 

a catalyst, propelling India "From Cash to 

Clicks" by combining technological 

innovation with inclusive public policy. Its 

continued success hinges on balancing its 

explosive growth with rigorous security 

protocols and bridging the remaining digital 

gaps. 

 

Conclusion: 

 

The journey of India's financial 

system "From Cash to Clicks" is 

unequivocally defined by the success of the 

Unified Payments Interface (UPI). What 

began as a technological solution to unify a 

fragmented payments market has evolved 

into a foundational piece of public digital 

infrastructure, fundamentally reshaping the 

country's economic and social fabric. 

 

UPI's triumph stems from its unique 

blend of simplicity, interoperability, and 

instant settlement. By providing a secure, 

24/7 bank-to-bank transfer mechanism, it has 

drastically reduced the friction and cost 

associated with transactions, allowing the 

system to scale rapidly—from high-value 

peer-to-peer transfers to millions of micro-

transactions executed by street vendors. This 

extraordinary scale has positioned UPI as the 

world's leading real-time payment system. 

 

Most critically, UPI has acted as a 

powerful accelerator for financial inclusion, 

successfully integrating vast populations, 
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particularly in rural and semi-urban areas, 

into the formal economy. By enabling digital 

traceability for small businesses, it promotes 

economic formalization, offering 

transparent financial histories that are 

essential for future access to formal credit 

and bolstering tax compliance. 

 

While challenges related to 

cybersecurity, fraud mitigation, and 

digital literacy gaps require continuous and 

proactive management, the trajectory of UPI 

is one of dynamic evolution. Ongoing 

innovations like UPI Lite, UPI Autopay, and 

the integration of credit products ensure the 

platform remains relevant, resilient, and 

ready for the future. 

 

Ultimately, UPI’s journey is not just 

an Indian success story; it is a global 

blueprint. Its open architecture and policy 

framework demonstrate how digital public 

goods can be leveraged to achieve large-scale 

financial empowerment, cementing India’s 

role as a pioneer and exporter of a truly 

inclusive digital finance model. 
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