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Retail Payment Habits in India
- Evidence from a Pilot Survey*
The Reserve Bank conducted a pilot survey on retail
payment habits of individuals in six cities between
December 2018 and January 2019 with a focus on the
awareness and usage of digital payments. The survey
results indicated a widespread awareness about digital
payments among respondents, with the point in favour
of digital payment being its convenience. The awareness
was similar across men and women. The awareness was
positively associated with ownership of bank accounts,
levels of literacy and income of the users. However, there
were concerns about a low level of awareness among
respondents about the basic safety norms to be followed for
digital payments.
Introduction
Retail payment system in India is undergoing
radical transformation due to rapid technological
changes and innovations in recent years. A proper
understanding of payment behaviour and preference
of consumers for various payment methods help in
fine-tuning policies to maintain an apt regulatory
framework. Against this backdrop, the Reserve Bank of
India (RBI) conducted a pilot survey on retail payment
habits of individuals in six cities viz., Delhi, Mumbai,
Kolkata, Chennai, Bengaluru and Guwahati between
December 2018 and January 2019. The objective of
the survey was to gauge the retail payment habits of
individuals with a focus on their awareness and usage
of digital payments.
This article presents the key findings from
the pilot survey. The results presented should be
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treated as a case study and not be used to construct
any population parameters. The article is organised
as follows. The next section provides a review on
the payment surveys conducted in a few advanced
economies. Section III discusses the design and
methodology adopted for the survey. Section IV
discusses about the emerging importance of the retail
digital payments in India in recent years and analyses
the survey results. Conclusions are presented in
Section V.
II. Review of Payment Surveys Conducted in a few
Advanced Economies
The literature suggests that a broader adoption
of digital payments significantly helps financial
inclusion of the disadvantaged sections (World Bank
Development Research Group et al., 2014). With the
growing usage of digital payments, central banks in
several advanced economies have resorted to surveys
on consumer payments to ascertain payment habits,
behaviour and attitudes (Table 1). Such surveys
help in designing suitable policies that can enhance
financial inclusion through digital modes while not
compromising on financial stability.
Certain interesting insights have emerged
from the recent rounds of such surveys undertaken
by various central banks. To illustrate, consumer
payments survey conducted by the Reserve Bank of
Australia in 2019 revealed continued decline in use of
cash and increased preference for electronic payment
modes by consumers (Caddy et al., 2020). Similarly,
the methods-of-payment survey conducted by the
Bank of Canada in 2017 indicated declining trend
in cash usage in terms of volume and value (Henry
et al., 2018). The Federal Reserve Bank of Atlanta in
their survey of consumer payment choice conducted
in 2019 found that three fourths of consumers make
payments using electronic mode from bank account
(Foster et al., 2020). The Reserve Bank of New Zealand
in their public survey on cash use conducted in 2019
found preference for payment method other than
cash (Reserve Bank of New Zealand, 2019).
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The results of the representative survey conducted
by Oesterreichische Nationalbank (central bank of
Austria) in 2018 revealed a “digital divide” with 58
per cent of Austrians (aged 14 or above) accessing
online banking (Ritzberger-Grünwald and Stix, 2018).
The Bundesbank in their survey in 2020 on use of
payment instruments found growing use of cards
during the covid 19 pandemic (Pietrowiak et al., 2021).
The Swiss National Bank found use of cash as well
as cashless methods in their household survey on
payment methods conducted for the first time in 2017
(Swiss National Bank, 2018).
III. Survey Design and Methodology
The objective of this pilot survey was to gauge
retail payment habits of individuals in India, with
a specific focus on use of digital payments. The
survey primarily focussed on four aspects of digital
payments, viz., awareness, usage, risk perception and
issues faced. Questions used for the interview of the
respondents in the survey were organised as follows
Table 2: Purposes and the Related Survey
Questions
Purposes

Questions

A.
Awareness

i. whether the respondents were aware of digital
payments.
ii. which of the following method(s) the respondents were
aware of: Debit or Credit Card, Net Banking, National
Electronic Funds Transfer (NEFT)/ Real Time Gross
Settlement (RTGS), Mobile Banking, Bharat Interface for
Money Unified Payment Interface (BHIM UPI), Prepaid
Cards, Mobile Wallets, Immediate Payment Service
(IMPS), others.

B. Usage

Table 1: Payment Surveys by Central Banks in
Select Advanced Economies
Name of the
Country

Name of the
Central Bank

Payment Surveys
relating to

Australia

Reserve Bank of Australia

Consumer payments

Austria

Oesterreichische National Use of financial innovations
Bank

Canada

Bank of Canada

Methods-of-payment

Germany

Deutsche Bundesbank

Use of payment instruments

New Zealand Reserve Bank of New
Zealand

Cash use

Switzerland

Swiss National Bank

Payment methods

USA

Federal Reserve Banks of
Atlanta

Consumer payment choice

Note: The table is prepared based on the references cited in the Section,
sourced from web sites of the respective central banks.

(Table 2). The pilot survey used quota sampling
method to select the respondents from various
categories. The survey adopted step up approach to
interview the respondents (Chart 1). The pilot survey
covered individuals of age 18 years or above across
various socio-economic groups in six cities viz., Delhi,
Mumbai, Kolkata, Chennai, Bengaluru and Guwahati.
A total of 6,192 individuals participated in the survey.
Chart 2 briefly presents the profile of the respondents.

Chart 1: Approach followed to Interview the
Respondents for the Survey

i. how do the respondents generally receive money for
their regular expenses.
ii. purposes of digital transactions done by the respondents.
iii. preferred mode of the respondents for digital payments.

C. Risk
perception

i. whether the respondents share their passwords/Personal
Identification Number (PIN)/One Time Password (OTP)
for cards, bank accounts, etc. with others.
ii. how often do the respondents change PIN for their
prepaid/debit or credit cards/mobile banking.
iii. opinion of the respondents about using PIN/OTP for
small value transactions.

D. Issues
faced
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i. hindrance faced by the respondents while making digital
payments.
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IV. Findings from the Survey

Chart 2: Profile of Respondents

IV.1 Stylised Facts on Retail Digital Payment in India
Retail payment landscape in India has undergone
several changes in recent decades. The use of paperbased instruments such as cheques and demand
drafts has declined significantly in volume as well
as in terms of value, while retail digital payments
increased significantly on both these measures
(Charts 3a and 3b). In terms of volume, retail digital
payments accounted for over 99 per cent in total digital
payments and 97 per cent or above in total payments
as well as in total retail payments during the period
from January 2020 to March 2020 (Chart 3c). In terms
of value, share of retail digital payments accounted for
around 80 per cent or more in total retail payments
and around one-fifth in total payments as well as in
total digital payments in the same period (Chart 3d).
Chart 3

Chart 3a: Trends in Paper-based Instruments

Chart 3c: Share of Retail Digital Payments in Payment System in
India during the period from January 2020 to March 2020 in Volume

Chart 3b: Trends in Retail Digital Payments

Chart 3d: Share of Retail Digital Payments in Payment System in
India during the period from January 2020 to March 2020 in Value

Source: (i) https://dbie.rbi.org.in for Charts 3a, 3c and 3d; (ii) RBI (2020) and https://dbie.rbi.org.in for chart 3b
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Chart 4: Reasons for Using Digital Payments
(in per cent)
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Chart 5: Preferred Mode for Digital Payments
(in per cent)

Note: Data will not add to 100 as participants could select multiple options.

The findings of the pilot survey revealed that
most of the respondents were aware of digital
payments. Participants cited ‘convenience’ as the
most important reason for use of digital payments
(Chart 4). It indicated ‘debit or credit card’ as the most
popular instrument for making digital payments
followed by ‘net banking’, ‘mobile banking’ and
‘BHIM UPI’ (Chart 5). However, cash remained the
Chart 6: Preferred Mode of Payment & to Receive
Money (in per cent)

most preferred mode of payment and for receiving
money for regular expenses; it was followed by digital
mode (Chart 6).
Participants also mentioned their use of cash
for small value transactions (with amount up to
`500) but indicated change of preference towards
digital mode for payments involving higher amount
of transactions (Chart 7). A substantial majority of
Chart 7: Preferred Mode for Small Value
Transactions (amount of transaction in `)
(in per cent)

Note: Data will not add to 100 as participants could select multiple options.
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Table 3: Opinions on using PIN/OTP for
Small Value Transactions
Types of Opinions

Chart 9: Gender wise Awareness (in per cent)

All Respondents

i. It is an inconvenience
ii. It makes transactions safe
iii. No response

11.6
70.3
18.1

Total

100.0

Note: Data are as per cent to total number of respondents in the survey.

the participants opined that the use of PIN/OTP for
small value transactions for amount up to `2000
made transactions safe, although a few also found it
inconvenient (Table 3).
IV.2

Digital

Payment

Awareness

from

the

Survey
As per survey results, most of the respondents
were aware about digital payments. Among various
digital payment products, ‘debit or credit card’, ‘net
banking’ and ‘mobile banking’ were the most wellknown among all the respondents (Chart 8). The
survey results also indicated that IMPS as a product
was yet to receive wider acceptance.

Chart 8: Awareness on Digital Payment Products
(in per cent)

The level of awareness was almost similar across
male and female respondents (Chart 9). The findings
from the survey also indicated that awareness
about digital payments increased with higher levels
of literacy (Chart 10). Extent of awareness about
digital payments was the highest among participants
from the ‘student community’, while it was lower

Chart 10: Educational Qualification wise
Awareness (in per cent)

Note: Data will not add to 100 as participants could select multiple options.
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Chart 11: Occupation wise Awareness
(in per cent)
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Chart 13: Purpose of Digital Transactions
(in per cent)

Note: Data will not add to 100 as participants could select multiple options.

among ‘daily-wage workers’ and ‘retired persons’
(Chart 11). There was higher awareness among
participants with higher annual income (Chart
12). The most important purpose for use of digital
payments by the respondents were ‘shopping’,
‘money transfer’, ‘payment of bills’ and ‘mobile/
TV recharges’ (Chart 13). The results further
revealed that most of the individuals having bank

accounts were aware about digital payments (Chart

Chart 12: Income (annual) wise Awareness
(in per cent)

Chart 14: Bank Account holder wise Awareness
(in per cent)
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14). Respondents cited ‘friends’, ‘banks’ and
‘advertisement’ as the most important sources for
their awareness about digital payments (Chart 15).
Around 62 per cent of the respondents reported
that they did not face any major problems while making
digital payments. Participants who reported facing
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Chart 15: Sources of Knowledge about Digital
Payments (in per cent)

Chart 16: Sharing of Password/PIN/OTP
(in per cent)

Note: Data will not add to 100 as participants could select multiple options.

problems cited lack of proper infrastructure, more
time taken, complexity, discomfort, non-familiarity as
some of the hindrances in the use of digital payments
(Table 4). There was a lack of awareness on the
importance of basic safety norms to be followed for
digital modes of payments among certain segments
of participants. Around 8 per cent of the participants
shared their passwords/PINs/OTPs used for digital

payments (Chart 16). More importantly, majority of
the participants either never changed passwords/
PINs for their prepaid/debit or credit cards/mobile
banking or changed them only when prompted
(Chart 17).
Chart 17: Change of Password/PIN
(in per cent)

Table 4: Hindrances Faced in Use of
Digital Payments
Hindrances

Responses

i. Lack of point of sale machines/QR codes/internet
connectivity

9.6

ii. Digital transactions take more time/complex as compared
to cash

8.4

iii. Uncomfortable/unfamiliar with digital payments

7.5

iv. Less trust in digital transaction (unsafe, risky, decline of
transaction, etc.)

5.2

v. Digital transactions costly as compared to cash

3.1

vi. Do not have payment products (cards, wallets) or devices
(mobile, laptop)

1.6

Note: Data are as per cent to total number of respondents in the survey;
participants could select multiple options.
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IV.3 Econometric Assessment of Digital Payment
Awareness
An econometric assessment of the factors
determining these digital payments awareness is
attempted in this sub-section in two steps. In the
initial step, it is examined based on test of association
method, i.e., whether the awareness about digital
payments is associated with gender, levels of
education, levels of income and possession of bank
accounts. In the next step, logistic regression method
is applied to look at the significance of association
of these variables with the awareness on digital
payments.
IV.3.1 Chi-Square Test for Association with Awareness
on Digital Payments
Using this method, association of digital payment
awareness is individually tested with the four variables
under observation mentioned above.1 Null hypothesis
tested along with the test results are presented in
Table 5. The results suggested that awareness on
digital payment was independent of gender but was
associated with the levels of education, levels of
income and possession of bank accounts by users at 1
per cent level of significance.
IV.3.2 Logistic Regressions on Digital Payments
Awareness
The logistic or logit transformation is used when
the outcome variable is dichotomous. The model used
for analysing digital payments is as presented below:

where,
is expected probability of awareness
on digital payment,
and
respectively
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Table 5: Chi-square Test for Association: Results
Null Hypothesis (H0)

P-values

Remark on
Acceptance or
Rejection of H0

i. Gender and awareness on digital
payments are not associated

0.18

Accepted

ii. Education level and awareness on digital
payments are not associated

0.00

Rejected

iii. Income level and awareness on digital
payments are not associated

0.00

Rejected

iv. Having a bank account and awareness
on digital payments are not associated

0.00

Rejected

are independent categorical variables representing
gender, levels of education, levels of income (annual),
ownership of bank accounts,
coefficient for

categories are shown in Table 6.
Gender was not found to be statistically
significant in determining digital payments awareness
(Table 7). Education level and ownership of bank
Table 6: Logistic Regression – Variables,
Categories and Values
Variables

Categories

Assigned Values

i. Awareness on
digital payments

Awareness

1

Unawareness

0

ii. Gender type

Male

1

Female

0

Higher secondary and above

3

Secondary

2

th

6 to 10 Standard

1

Up to 5th Standard

0

Above 5

2

1 to 5

1

Up to 1

0

Has a bank account

1

Does not have a bank account

0

iii. Education level

2

th

iv. Annual income
level (in ` lakh)

1

190

. All these variables

along with their categories and values assigned to the

v. Having a bank
Account
Chi-square test for association (contingency) is a widely used statistical
method to examine association between two variables which are categorical
in nature. The data collected through the survey were all categorical.

is the regression

2

Higher secondary, Graduate and Post Graduate are combined into one
category for the model.
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Table 7: Logistic Regression- Results
Dependent Variable (Dep): Awareness on digital payment
Independent variables

Coefficient

Std.
zPError Statistic values

C

0.66

0.21

3.17 0.00**

Gender type

0.05

0.17

0.27

Education level

0.58

0.06

8.98 0.00**

Income level

0.27

0.13

2.04

Having a bank Account

1.41

0.17

8.41 0.00**

Total Observations

6192

Observations with Dep=0

229

Observations with Dep=1

5963

0.79
0.04*

Note: * and ** indicate statistical significance at 5% and 1% levels
respectively.

accounts were significant at 1 per cent while income
levels was significant at 5 per cent level. Values of the
regression coefficients of all the significant variables
were positive indicating their positive relationship
with odds of awareness on digital payments (i.e.
probability of awareness vis-à-vis probability on
unawareness).
V. Conclusions
The results of the pilot survey on retail payment
habits of individuals conducted in six cities revealed
that most of the respondents were aware about digital
payments, and awareness was nearly equal among
male and female participants. It found that levels of
education, levels of income and having bank account
play an important role on awareness about digital
payments, as observed from the survey. Evaluation
of the findings carried out based on Chi-square test
and logistic regression methods reaffirmed these
observations.
The survey found there was a greater need for
sensitisation among the public about basic safety
norms while using digital modes of payment. The
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survey results also suggested that removal of certain
infrastructure related bottlenecks would help in
enhancing the use of digital payments.
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