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lified Payments Interface as digital innovation in India

- 3 Dr Rupa N. Gilda
Faculty, Dayanand college of Commerce, Latur.,

Apstr_act:‘ Dlg}tal financial literacy has become the present nced of India. There is growing awareness in
this direction since the onset of demonetization. In an era where computers communicate, take orders,
move and do about almost all activities that were previously the domain of a live human being, it is
necessary.that our country tflke calculated steps to advance towards this mission. A digital and cashless
economy is tl.le- current mission. Digital literacy is thus, the ability to make informed judgement and take
effe.ctwe degsxon§ regarding the use and management of money, in a digital mode. There has been a
rapid surge in onllng tr_a{’ﬁc and usage of web based and mobile application based portals- both financial
andot_her\\flse, but tl}ls is limited to urban or metropolitan cities. India’s national divide is loud and clear
in this aspect. During the phase of demonetization, dozens of hundreds of people around the nation
crowed ATMs and the bank branches, hence proving that India has a long way to go before it achieves a
complete state of digitization. This study examines the rate of digital financial literacy and how it acts as
a necessary primary step towards a much enhanced financial literacy and financial inclusion.

Keywords: UPI, Digital Innovation and Unified Payments Interface etc.

Introduction: :
Unified Payments Interface in India Interoperability among payment systems in India has

facilitated unparalleled ease of transactions while robust customer protection measures have made India’s

. retail payment system one of the safest in the world. Unified Payments Interface (UPI) is a mobile-based,
@ 365x24x7 ‘fast payment’ system launched in August 2016 which allows users to send and receive money
“* instantly using a Virtual Payment Address (VPA) set by the user itself. The unique feature of VPA-based
transaction is that it obviates the need for sharing account or bank details to the remitter. It supports
person-to-person (P2P) and person-to-merchant (P2M) payments which can be used over a smart phone
(app-based) or a feature phone (USSDS8-based), and at merchant location/website. It facilitates immediate
money transfer through both ‘pull’ and ‘push’ payments. Non-financial transactions, such as balance
enquiry, can also be carried out using UPI It powers multiple bank accounts into a single mobile
application of any participating bank/non-bank Third Party Application Provider (TPAP). Funds can also

be transferred through UPI using account number with and IFSC (Indian Financial System Code) of the
bank branch. The UPI 2.0 was launched in August 2018, which enabled users to link their Overdraft
accounts to UPI VPA. Users are also able to pre-authorise transactions by issuing a mandate for specific
merchant for a one-time payment There’s also an added feature of AutoPay facility for recurring payments.
The framework of UPI comprises NPCI as switching and settlement service: .providext and banks as
Payment System Providers (PSPs) — as issuer banks and beneficiary banks. Additionally, it can also have
Third Party Application Providers (TPAP) such as Googlf: Pay. Transactions are catried out through
mobile devices with two-factor authentication using device binding and UPI PIN as security. Currently, the

per transaction limit is INR 0.2 million.
Objective of the research study:

The objectives of the present research _study
I To study the present status of Unified P
2. To evaluate the benefits of Unified Payments Inter
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identify which factors may enhance or impede Fheu‘ adoption. i a;T PFOV;( ‘-ff )1 ‘;10 = networ'l\
operators, either individually or in collaboration th.h'commercm! bzml\f,.' 1e ‘SW( . foun t nt DE'S uptake
is hindere’d b " Jack of liquidity and the implicit costs that agents impose on consumers. ln.addxthn,

U aeell he funds received through mobile money, but fail to use their mobile
consumers tend to fully spend the vif (2016) examined the level of financial literacy in Pakistan.

G ffar& Sha ;
phones for saving purposes. Ghaff: vho have more financial knowledge, usually save money. It was
The study revealed that the persons, V

! ’ er people were careful in spending their money and male
found in the study that middle-aged and older p
y tha

i o Turther it was also found that respondents earning high
' y habits. Further 1t was 14 B i
respondents usually have better saving Av i S

i ial li \elp in leading a [inanci -

i sl merac}zlgilOGI) i(ri)cntiﬁcd the linkage between the gc‘ndcr gap in .Stock st
R ( controlling for two major externalities of education level and

Participation and financial literacy Whlizrs participate less in stock market to an extent of 16.7% as
: ¢ & - . :

et s fond ey ff(‘ﬁmle t:g?:t:: the view that non-participation in stock markets was a common

Compare s, Restlfs-0F GOIODVAE = iy ¢ ek of risk attitudes,

respgnse(ic:(iigt]iac]icc;ncies in advanced financial literacy and It

a9

are as follows
ayments Interface in India.
face in India.




T ———

1 and Peer Reviewed Journal,
251,
International Level Referred ¢

30 dpril 2022, Volune-13, Issue-20

7 1((. Veiopl i AII ({I\
1 nen! ' \ulti
‘Ih"[)lDI(,c; 1 ”({N”-;.E().;. IL;J/\. 253()-()5;(‘,

Journal af Resea
f romising delivery metho
identified the key considerations e‘m(in[;ng ot S hgs
o okl (L) e fih oy aind. bekavior 8 {at literey etioan
Totenhagen .i‘ti\"e changes in financial ite (-'t ire on youth financial literacy educatiop and
which may inform };Os ive review of the current litera ]l~ h influence positive changes.
ed a comprehensive | oty fraerams Whit , s
Ll o f financial education programs W [ financial literacy training in compylsy,
WRhie Sl (;Oﬁ‘) has measured the impact ol i Zi oacharsin Mot andin differem
: "f‘s"fd"~ Cl;‘:‘ttld(v u%scd a matched sample of studcnts dl} r<1:‘v oo sobionle i rot inoses e
S o b;:m?;; It was found in the study that Swdctht's X olr‘? the program. Study also analyze the
estimation strategies. as S S R
knowledge muclf possibly duce to a less lnlc.nmvi'll;l)pqlte in financial literacy programs was not randon
bias that arises because the set of schools thall_pall) 1;:\ \E(;cn financial liers oy abi b llicnse obit- s
U0 {2 L - i i : s i : C
Arif (2015) examined t_h.c ICME;OHS;.:& \(ims collected from 154 respondents througP} modified
that affect the investment dc‘msxon. The d: : ‘,. hy of the investors, factors affecting the investment
questionnaire containing questions rclalcd‘to dupo{g.,x’z}}i)]{l s gl i Ecte Study
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e I\lorrisp and Koffi (2015)has studied the relationship between financial literacy Ieyel of (;'anadxg?
university students and their prior education on the subject. The results revealed that education on financia

topics improved financial literacy level. However, the improvement was almost insignificant for courses
taken at the secondary level. The results also showed that fi

nancial literacy was influenced by socio
demographic variables as well.
Potrich et.al (2015) has study the individy

al financial leve] through socioeconomic variables.
1400 sample were collected and data analysis

Wwas performed by using descriptive statistics and
multivariate analysis techniques, Following  variable Were  considered to
literacy; dependent family members, occupation, educational level, father’s educational level, mother’s
educational level, individua] ily i

I

- Results of study were indicating that men who do
not have dependem famjly members and have higher educational and both individual income and family
income levels are those who are more likely to belong to the group with high financia] literacy levels.

M-and M (2015) hag examined the financial literacy and its determinants among Gen Y
emp]o:veés‘ In coimbatore city. The study found that gender, education, income and goe impact the level of
ﬁngxlcxal literacy. Study also concluded that financia] literacy leve] is low among Een Y employees in
Coimbatore city. .
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Above diagram gives a clear cut idea about usage of UPI transactions till May 2021. It shows that
number of transactions as well as Value of transaction is raised from May 2017 to May 2021.
Governments Supports Digitalization and Because of Covid-19 pandemic we can have look on the value
crowth from 2000 billion to around 5300 billion till may 2021. And itsincreasing day by day as all are

promoting to cashless India..

2 Benefits of UPI Payments

1 Customer/ Users
I. Immediate money transfer through mobile device round the clock 24*7 and 365 days.

2. Single mobile application for accessing different bank accounts. S . ‘
3. Single Click 2 Factor Authentication — Aligned with the Regulatory guidelines, yet provides for a very
strong feature of seamless single click payment. . ‘ e
4. Virtual address of the customer for Pull & Push provides for incremental security with the customer
not required to enter the details such as Card no, Account number; [FSC etc.
' 5. QR Code ' L '
‘ 6. Best answer to Cash on Delivery hassle, running to an A I'M or rendering exact amount,
: 7. Merchant Payment with Single Application or In-App l’gtyxlxclais. )
8. Utility Bill Payments, Over the Counter Payments, QR Code (Scan and Pay) based payments.
9. Donations, Collections, Disbursements Scalable.

10. Raising Complaint from Mobile App directly.
2 Banks
Single click Two Factor authentication
Universal Application for transaction
Leveraging existing infrastructure
Safer, Secured and Innovative ‘
Payment basis Single/ Unique Iden‘txﬁer
MEnable seamless merchant transactions
erChan J . t lanttflers
Seamle?s fund collection from customers - snn.gl‘c'tdc('lj:::ll:r s
No risk of storing customer’s virluul.addrcss like in Cé
Tap customers not having credit/debit ?ards
Suitable for e-Com & m-Com transaction
Resolves the COD collection problem i pl
Single click 2FA facility to the customer= seamic
In-App Payments (IAP)
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Table No. .2 UPI payer PSP performance

Source: https://dbie.rbi.org.in/DBIE/dbie.rbi?site=statistics

Business Decline (BD) - Transaction decline due to a customer entering an invalid pin, incorrect
beneficiary account ete. Or due to other business reasons such as exceeding per transaction limit,
exceeding permitted count of transactions per day, exceeding amount limit for the day etc. Such declined
transactions are termed as Business Decline. Any decline which is not because of a technical reason of the
bank or NPCJ is termed as business Decline. Technical Decline (TD) - Transaction decline due to technical
reasons, such as unavailability of systems and network issues on bank or NPCI side.

PSP - Payment Service Provider

Payer PSP - Under this function a bank can onboard a customer, create his/ her UPI ID, create
device binding which is used as a first factor of Authentication, using this customer can enter their UPI

"IN 10 approve a financial transaction or non-financial request where ever necessary.Payee PSP - Under
this function a bank can onboard a customer/merchant & allow them to receive money basis allocated UPI
ID or raise a Collect request. It is also known as beneficiary PSP/resolving PSP. :

- Conclusions of the research study:

Financial inclusion is a key driver for sustained and balanced economic growth, which helps
reduce income inequality and poverty. The 21st century saw the rapid evolution and development of the
financial markets and systems, with technological advances, new financial intermediaries, innovative
products and services. The COVID-19 pandemic has enhanced the focus on all aspects of digital financial
inclusion. There has been accelerated use of the digital financial services mainly due to the relaxations and
innovative approach adopted by the authorities, private players adopting the remote business and payment
models and increase in first-time consumers due to lockdown and social distancing protocols. While these
are encouraging dcvclowncnts, 'thc challenges of bridging the digital divide have got amplified. The risk of
cyber incidents, online frauds, illicit financial flows and data privacy have come to the fore with increase
in customer uptake as most of these technologies and platforms are relatively new and evolving. As the
countries emerge from the pandemic, the digital financial system will have a crucial role to fulfil the
aspirations and needs of our ccox)px-uies recovering from the pandemic. At the same time, these new
technologies must be designed and implemented with adequate safeguards so as not to exacerbate the risk
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