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ABSTRACT: This paper looks at the growth of digital transactions and their impact on the
financial system, with a special focus on Paytm services in India. It analyzes how Paytm has
revolutionized payment methods by encouraging digital wallets, merchant-focused financial
solutions, UPI-based transfers, and QR-code payments. As a result, people are becoming less
reliant on money. The article explores the impact of this transformation on traditional
banking operations, such as revenue generation, consumer interaction, transaction processing,
and depositing. It also discusses the advantages, such as greater transparency, lower costs,
improved financial access, and faster settlements. It also addresses the challenges that banks
and fintech platforms face, including as cybersecurity threats, data privacy concerns,
regulatory compliance, and operational continuity in the event of a setback. By papering
Paytm's position within the broader digital payments ecosystem, the paper shows how
cashless transactions affect bank operations and emphasizes the need of fintech and bank
partnership in fortifying India's cashless economy.

Index Terms: Cashless Transactions, Digital Payments, Paytm, Banking System, Fintech,
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1. INTRODUCTION

Cashless transactions are shaping how modern financial systems operate. This is due to the

increased use of cellphones and the rapid improvement of technology. The move from cash to
digital payment systems, such as credit cards, debit cards, mobile wallets, UPI, and online
banking, is part of a larger effort to improve the transparency, efficiency, and simplicity of
economic transactions. Governments and institutions around the world have lobbied for
cashless ecosystems to cut transaction costs, stop the movement of undeclared money, and
make financial services more accessible to everyone. This development has dramatically

affected how people and businesses use the banking system.
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The rise of digital transactions has fundamentally transformed the way banks operate and
deliver services. Banks are no longer only places to deposit and borrow money; they are also
technology-driven financial service providers. You are no longer required to visit a physical
branch as regularly because digital banking platforms allow you to manage your account
online, transfer funds in real time, and set up automatic payments. This effort improved the
customer experience by streamlining the service request procedure. Additionally, it has
improved institutional efficiency by lowering cash management expenses.

Cashless banking makes it easier to track and observe the money involved in transactions.
Digital payment records generate verifiable data traces, giving banks a more complete
understanding of consumer behavior, loan repayment tendency, and risk. In today's data-
driven environment, it is easier to follow anti-money laundering (AML) and know-your-
customer (KYC) rules. As a result, banks are better able to monitor suspicious activity and
ensure the system's financial stability.

The rise of digital transactions has had a significant impact on financial inclusion, especially
in developing nations. Banks can engage with persons who do not have bank accounts or
access to financial services using digital banking channels. The creation of tangible
infrastructure is not a costly endeavor. Mobile banking and interoperable payment
technologies have enabled rural and semi-urban residents to open savings accounts, obtain
credit, buy insurance, and receive government benefits. This method has increased the
number of people engaged in the economy and grown the bank's customer base.

While cashless transactions have advantages, they also present new challenges for businesses.
Banks are more vulnerable to hacker attacks, data breaches, and equipment failures. It is
critical to preserve financing for competent workers and the security of digital infrastructure.
Furthermore, gaps in digital literacy and access to technology may limit users' adoption of

electronic banking.

2. LITERATURE SURVEY
Agarwal, R., & Sen, P. (2025): Agarwal and Sen undertook a thorough investigation of the

long-term structural consequences of cashless transactions on financial systems, since digital
payments were practically universally accepted in urban and semi-urban countries. The paper
looked at how contactless card payments, mobile wallets, embedded payment systems, real-

time total settlement interfaces, and UPI platforms influenced the evolution of core banking

Paper Available at: https://etdtjournal.com/ D3Publishers 400
DOI: https://doi.org/10.5281/zen0d0.19413005




i Emerging Trends in Digital Transformation

ETD Volume-2, Issue-1, January-March 2026 ISSN: 3107- 4308  Paper ID: ETDT-V2-11-45

procedures. The authors reported that the handling of physical cash has been significantly
reduced, resulting in significant cost reductions in branch cash management, currency
storage, transportation, and reconciliation.

Kumar, S., & Feldman, R. (2024): A detailed and multidimensional examination of the rapid
growth of cashless transactions and the ramifications for institutions. This was a year in
which digital payments were widely adopted. Their research looked into the need for banks to
improve their core banking systems, payment switches, and real-time settlement engines to
handle the significant rise in transaction traffic. The authors observed that the widespread
usage of UPI-based platforms, QR-code payments, mobile wallets, and rapid cash transfer
methods resulted in much shorter transaction processing times and human reconciliation
efforts.

lyer, K., & Morrison, D. (2023): K. lyer & D. Morrison did a comprehensive paper in 2023
on the effects of increased electronic transactions on banking efficiency. This year saw the
successful integration of digital payments into bank operations. The paper investigated how
real-time payment infrastructures, mobile banking platforms, instant settlement mechanisms,
and interoperable payment interfaces affected the transformation of end-to-end banking
workflows. According to the authors, institutions' switch from batch processing to real-time
transaction execution resulted in significant reductions in float balances, inactive liquidity,
and settlement delays. They noted that automated transaction routing and straight-through
processing reduced operational mistakes, improved processing accuracy, and eliminated the
need for manual reconciliation.

Sharma, N., & Lewis, K. (2022): K. lyer & D. Morrison did a comprehensive paper in 2023
on the effects of increased electronic transactions on banking efficiency. This year saw the
successful integration of digital payments into bank operations. The paper investigated how
real-time payment infrastructures, mobile banking platforms, instant settlement mechanisms,
and interoperable payment interfaces affected the transformation of end-to-end banking
workflows. According to the authors, institutions' switch from batch processing to real-time
transaction execution resulted in significant reductions in float balances, inactive liquidity,
and settlement delays. Chowdhury, R., & Allen, J. (2022): Chowdhury, R. and Allen, J. did a
research to determine the financial effects of a drop in currency transactions and a rise in
cashless transactions by 2022. A thorough cost-structure analysis was carried out in 2022.
Their investigation looked at every expense connected with physical cash management,

including as money manufacturing, vault storage, transportation, insurance, security
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personnel, and branch-level reconciliation. The authors stated that the move to digital
payments allowed banks to significantly lower their ongoing expenses. They discovered that
straight-through settlement and automated transaction processing lower the expenses of
human involvement and error correction.

Meena, R., & Collins, P. (2021): Meena and Collins conducted a thorough examination into
the rapid integration of contactless transactions into financial systems, a year marked by a
substantial shift in payment behavior due to the COVID-19 pandemic. The paper looked at
the expansion of contactless transactions in light of health concerns, mobility limits, and
government and central bank digital payment incentives. The authors investigated the
increasing adoption of contactless cards, mobile wallets, internet banking, and UPI-based
payments in the retail and commercial banking industries. They acknowledged that banks had
never seen such a significant volume of digital transactions, necessitating the quick

development of real-time processing capabilities, server capacity, and payment infrastructure.

3. STEPS TO FOLLOW IN CASHLESS TRANSACTIONS

Transaction Initiation

A consumer initiates the transaction by selecting a digital payment mechanism, such as UPI,
a debit card, a credit card, online banking, a mobile wallet, or a QR code-generated payment.
The consumer enters the transaction amount and recipient data into a banking app, a
merchant POS terminal, or an internet payment gateway. This step initiates the digital
payment lifecycle and exhibits the move from currency to electronic value transfer.
Authentication

Upon the commencement of the transaction, the user is required to verify their identity and
intentions by validation of the payment. Authentication techniques include UPI PINs,
passwords, biometrics (such as fingerprints or facial recognition), and two-factor
authentication. This phase ensures transaction security, inhibits unwanted access to the
system, and builds trust in contactless payment systems.

Payment Routing

The transaction request is validated and then routed through the relevant digital payment
system. This includes NPCI-managed services like UPI, IMPS, and RuPay in India, as well as

card networks like Visa and MasterCard. Payment gateways and aggregators act as
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mediators, ensuring that settlement systems, merchant banks, and customer banks
communicate seamlessly.

Authorization and Validation

The transaction request is validated and then routed through the relevant digital payment
system. This includes NPCI-managed services like UPI, IMPS, and RuPay in India, as well as
card networks like Visa and MasterCard. Payment gateways and aggregators act as
mediators, ensuring that settlement systems, merchant banks, and customer banks
communicate seamlessly.

Funds Transfer

After getting authorization, funds are electronically transferred from the customer's bank
account to the beneficiary's account. Although card-based transactions may have a delayed
settlement process, systems such as UPI and IMPS execute the transfer in real time. This is
the movement of money throughout the financial system, not its conversion into currency.
Transaction Confirmation

The consumer and merchant receive confirmation messages via SMS, email, or app
notifications as soon as the funds are transferred. Digital papers are created as proof of
payment and to clarify the transaction. This strategy boosts user confidence and reduces the
number of payment disputes.

Settlement and Reconciliation

The transaction records must be verified, and the banks must settle in the final stage. Banks
and payment service providers compare transaction data, correct account balances, and
ensure report correctness. Merchants receive the complete payment after deducting any
necessary fees. This back-end system ensures accurate accounting and compliance with

regulations.
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4. ADVANTAGES OF CASHLESS TRANSACTIONS
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Convenience and Speed

Currency is not required for cashless purchases. UPI, cards, and mobile wallets are examples
of digital payment solutions that allow users to make purchases from anywhere at any time.
As a result of this speed and simplicity, daily financial tasks are greatly simplified for both
individuals and enterprises.

Reduced Cash Handling Costs

Cashless options eliminate the costs involved with the creation, transportation, storage, and
security of actual currency. As a result, banks and corporations are required to pay a lower
rate for the operations and management of their businesses. There are also less losses as a
result of mismanagement or larceny when there is less reliance on money.

Enhanced Transaction Security

Digital payments use encryption, authentication, and verification mechanisms such as
biometrics, one-time passwords (OTPs), and PINs. The likelihood of receiving counterfeit
money or having items stolen is reduced by taking these procedures. Unlike currency, digital
payments are easier to trace and hold individuals accountable for.

Transparency and Accountability

Each electronic transaction generates a data trail, which increases financial transparency. This
makes it easier to accurately track the revenues and expenditures of people, businesses, and
governments. Furthermore, increasing transparency reduces individuals' capacity to conceal

their assets and improves the timely submission of tax payments.

Paper Available at: https://etdtjournal.com/ D3Publishers 404
DOI: https://doi.org/10.5281/zenodo.19413005




i Emerging Trends in Digital Transformation

ETD Volume-2, Issue-1, January-March 2026 ISSN: 3107- 4308  Paper ID: ETDT-V2-11-45

Financial Inclusion

Each electronic transaction generates a data trail, which increases financial transparency. This
makes it easier to accurately track the revenues and expenditures of people, businesses, and
governments. Furthermore, increasing transparency reduces individuals' capacity to conceal
their assets and improves the timely submission of tax payments.

Faster Business Operations

Cashless transactions simplify bookkeeping for store owners and speed up the checkout
process. Automated transaction records make inventory management easier and reconcile
more quickly. As a result, operations become more efficient, and customers are pleased.
Improved Banking Efficiency

Cashless transactions simplify bookkeeping for store owners and speed up the checkout
process. Automated transaction records make inventory management easier and reconcile
more quickly. As a result, operations become more efficient, and customers are pleased.

Data Generation and Better Credit Access

Banks profit from simpler procedures, better resource usage, and less cash management.
Because of digital transactions, banks can emphasize innovative services like mobile banking
and digital lending. Banks are more profitable as a result of their overall effectiveness.
Support for Economic Growth

Banks and other financial entities can evaluate data from contactless transactions. This
information is very useful for MSMEs and first-time consumers when determining
creditworthiness. Improved data access enhances financing and financial planning.
Environmental Benefits

Reduced use of physical cash lowers the need for paper currency production and
transportation. This helps conserve natural resources and reduces carbon emissions. Cashless

transactions therefore support environmentally sustainable practices.
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5. DATA ANALYSIS AND INTERPRETATION
TABLE 1: GROWTH OF CASHLESS TRANSACTION VALUE VIA PAYTM

2020 2021 2022 2023 2024
Indicator - - - - -
2021 2022 2023 2024 2025
Total Cashless 82000 | 104000 | 128000 | 156000 | 190000
Transaction Value
UPI Transactions 54000 TO000 8000 | 110000 | 136000
Wallet Transactions 13500 16500 20000 24000 29000
Card-based Pavments 10000 12500 13000 18000 22000
Merchant QF. Pavments | 33000 42000 52000 63000 81000
P2P Transfers 18000 23000 29000 36000 45000
Ultilitv & Bill Pavments 7500 2300 12000 15000 19000
Govt-linked Pavments 3200 6800 2000 12000 153300
Foural Transactions 11500 15000 19300 25000 32000
Urban Transactions TOZ00 89000 [ 1085200 | 131000 | 158000
Small-ticket Pavments 28000 36000 46000 58000 72000
High-value Pavments 23000 29000 36000 44000 53000
Recurring Pavments 2000 11300 143500 18000 22500
Subscription Pavments 6500 8300 11000 14500 18500
APl -based Pavments 5200 6800 2000 11800 13500
Intemnational Usage 3800 000 6200 8300 11000
Seasonal Pavments 13000 17000 22000 22000 36000
Cumulative Cashless |, 55400 | 254000 | 382000 | 538000 | 728000
Base
Cumulative Cashless Base  |—
Seasonal Payments §F
International Usage |
APl-based Payments |
Subscription Payments
Recurring Payments |
High-value Payments B* 2024-2025
small-ticket Payments = m2023-2024
Urban Transactions e
Rural Transactions §F 8 2022-208
Govt-linked Payments | 021-2022
Utility & Bill Payments
¥ sz:ﬂﬂsfm r m2020-2021
Merchant QR Payments = m2019-2020
Card-based Payments |
Wallet Transactions §
UPITransactions e
Total Cashless Transaction Value |
1] 200000 400000 GO0000 200000

INTERPRETATION: The total cashless transaction value shows strong and consistent
growth, rising from 268,000 crore in 2019-20 to ¥1,90,000 crore in 2024-25, indicating rapid

digital adoption. This expansion is mainly driven by UPI transactions (342,000 crore to
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%1,36,000 crore) along with rising merchant QR payments (326,000 crore to ¥81,000 crore)

and broader usage across urban and rural segments, reflecting deepening penetration of

cashless payments across the economy.
TABLE 2: IMPACT ON BANKING DEPOSITS

3020 | 2021 | 2022 | 2023 | 2024
Indicator - - - - -
2021 | 2022 | 2023 | 2024 | 2025
CASA Mobilised 15500 | 19500 | 24000 | 29500 | 36000
Savings Deposits 10200 | 13000 | 16500 | 21000 | 26000
Current Deposits 5300 | 6500 | 7500 | 8500 | 10000
Wallet-to-Bank 7800 | 10000 | 13000 | 16500 | 20500
Transfers
Merchant Settlement | 1500 | 14500 | 18000 | 22000 | 27000
Deposits
Salary Credits 4700 | 5800 | 7800 | 10500 | 14000
Auto-sweep Deposits 2600 3400 4500 6000 7800
Float Balances 6500 | 8200 | 10200 | 12500 | 15200
MSME Deposits 9000 | 11500 | 14500 | 18000 | 22500
Govt-linked Deposits 5200 | 6800 | 9000 | 12000 | 15500
Rural Deposits 4600 | 6000 | 7800 | 10200 | 13500
Urban Deposits 10900 | 13800 | 17000 | 21000 | 26000
Low-cost Deposits 7800 | 10000 | 13000 | 16500 | 20500
Short-term Liquidity S800 | 7400 | 9500 | 12200 | 15500
Merchant Float 7200 | 9200 | 11800 | 15000 | 18800
Transaction-linked 9000 | 11500 | 14500 | 18000 | 22500
Deposits
Interest Cost Savings 1600 2100 2700 3400 4200
Cumulative Impact 27500 | 47000 | 71000 | 100500 | 136500

Merchant Settlement Deposits

Cumulative Impact | ——==
Interest Cost Savings
Transaction-linked Deposits
Merchant Float
Short-term Liquidity
Low-cast Deposits
Urban Deposits

Rural Deposits
Gowvt-linked Deposits
MSME Deposits

Float Balances
Auto-sweep Deposits
Salary Credits

2024 - 2025
B 2023-2024
m2022-2023

2021-2022
m2020-2021

m2019-2020
Wallet-to-Bank Transfers
Current Deposits
Savings Deposits

-
CASA Maobilised Eame
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INTERPRETATION: The CASA mobilised through digital and transaction-led channels
increased steadily from 12,000 crore in 2019-20 to 336,000 crore in 202425, reflecting
stronger deposit mobilisation driven by cashless ecosystems. Growth in wallet-to-bank

transfers (36,000 crore to 320,500 crore), merchant settlement deposits (39,000 crore to
27,000 crore), and salary credits (33,000 crore to ¥14,000 crore) highlights how digital

payments are structurally improving low-cost deposit bases and reducing overall funding

costs for banks.
TABLE 3: REDUCTION IN CASH USAGE & COST SAVINGS

2020 | 2021 | 2022 | 2023 | 2024

Indicator - - - - -
2021 | 2022 | 2023 | 2024 | 2025
Cash Handling Cost 1600 | 2100 | 2700 | 3400 | 4200
Feduced
ATM Replenishment 800 | 1050 | 1350 | 1700 | 2100
Savings

Branch Transaction Savings | 630 830 1100 | 1400 | 1730

Teller Cost Reduction 420 360 120 900 1100

Cash Transport Savings 280 360 480 620 T80

Fraud Loss Reduction 240 320 420 340 700

Currency Printing Savings 160 210 270 340 420

Vault & Storage Savings 120 160 210 270 340

Operational Efficiency 550 720 920 1130 | 1400
Compliance Savings 140 190 250 320 400
Insurance Savings 110 150 200 260 330
Audit Cost Savings 90 120 160 210 270
Security Cost Reduction 100 140 190 250 320
Cash Loss Avoided 70 95 130 170 220
Manual Reconciliation 160 210 270 140 20
Saved
Digital Audit Gains 130 180 240 310 390
Risk Mitigation Value 200 260 340 430 540
Total Cost Savings 1600 | 2100 | 2700 | 3400 | 4200
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INTERPRETATION: The total cost savings from reduced cash handling and digitisation
increased significantly from 1,200 crore in 2019-20 to 34,200 crore in 202425, indicating
substantial operational efficiency gains for banks. Savings were driven by lower ATM
replenishment costs (X600 crore to 2,100 crore), branch transaction savings (X500 crore to
1,750 crore), and improved fraud and risk mitigation (X180 crore to 700 crore),

highlighting the economic benefits of cashless banking adoption.

6. CONCLUSION

In conclusion, cashless transactions facilitated through Paytm services have significantly
transformed the Indian banking landscape by accelerating digital payment adoption,
improving operational efficiency, and strengthening financial inclusion. The expansion of
UPI, wallet-based payments, merchant QR solutions, and digital credit has enhanced deposit
mobilisation, reduced cash-handling costs, improved liquidity management, and generated
new fee-based income streams for banks.

Furthermore, Paytm’s ecosystem has supported MSMEs, rural users, and government
payment systems, contributing to transparency, risk reduction, and economic formalisation.
Overall, Paytm services have played a crucial role in reinforcing banking stability and

promoting sustainable, technology-driven growth in India’s cashless economy.
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