= INTERNATIONAL JOURNAL OF RESEARCH AND SCIENTIFIC INNOVATION (1JRSI)
ISSN No. 2321-2705 | DOI: 10.51244/1JRSI [Volume XIII Issue VI June 2026

A ¢

Consumer Preferences and Behavioural Toward Digital Payment

Gateways: A Comprehensive Empirical Analysis and Literature
Synthesis

Daniel Glance Danny”, Dr. K. Pradeep Reddy
Sanjeev Agrawal Global Educational (SAGE) University, Bhopal, India
“Corresponding Author

DOI: https://doi.org/10.51244/1JRS1.2026.1306000191

Received: 11 June 2026; Accepted: 16 June 2026; Published: 29 June 2026

ABSTRACT

This study comprehensively explores consumer behaviors and preferences toward digital payment gateways,
with an emphasis on identifying the psychological, operational, and structural drivers behind consumer choices
and loyalty. Utilizing an empirical framework applied to data collected across diverse demographic cohorts in
India between January and April 2024, this research evaluates user interactions with dominant digital payment
systems (e.g., PhonePe, Google Pay, Paytm, Amazon Pay, and BHIM UPI). By examining the fundamental
impacts of operational convenience, structural security, and promotional mechanisms (such as cashback and
rewards), this study builds upon established technology acceptance frameworks to present an updated view of
the digital payment ecosystem. Through quantitative analysis including descriptive statistics, structural
validation, one-way ANOVA, post-hoc Tukey HSD tests, and Pearson correlation matrices the empirical
findings demonstrate that convenience remains a baseline expectation, while perceived security dictates platform
trust and long-term user retention. Additionally, a direct positive correlation was established between financial
rewards/cashback schemes and active user recommendations, illustrating that monetary incentives significantly
accelerate organic customer acquisition. This paper synthesizes these findings against a comprehensive literature
review spanning over half a decade, offering strategic frameworks for fintech developers, commercial banking
entities, and policymakers seeking to optimize digital payment architectures in emerging economies.

Keywords: Digital Payment Gateways, Consumer Behavior, Mobile Wallets, FinTech Adoption.
INTRODUCTION

Background of the Study

The global financial landscape has experienced an unprecedented structural transformation over the past decade,
driven by rapid advancements in mobile computing, cryptographic security, and telecommunications
infrastructure. This evolution represents a paradigm shift from physical cash-dominated economies to highly
digitized, interconnected fiscal ecosystems. Traditionally, retail banking and consumer commerce relied on
physical presence and tangible currency. However, the convergence of high-speed mobile internet, near-
universal smartphone penetration, and progressive regulatory architectures has democratized access to digital
financial services. In emerging market economies, particularly within South Asia, this transition has bypassed
traditional evolutionary stages of banking infrastructure. Instead of transitioning incrementally from cash to
physical credit/debit card architectures, millions of consumers have transitioned directly from unbanked or cash-
on-hand dynamics to mobile-first, interoperable application interfaces. This digital transformation is not merely
a shift in convenience; it represents a fundamental democratisation of financial tools, enabling financial inclusion
for populations historically marginalised by conventional banking networks.

The Indian Digital Payment Revolution

India provides a compelling case study for this macroeconomic transformation. Over the past decade, the
government of India, in tandem with the Reserve Bank of India (RBI) and the National Payments Corporation
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of India (NPCI), has systematically built a robust public digital infrastructure. Jandhan accounts (mass financial
inclusion bank accounts), Aadhaar (biometric national identity framework), and Mobile number portability. The
defining catalyst of this ecosystem was the introduction of the Unified Payments Interface (UPI) in 2016. UPI
broke down the walled gardens of proprietary banking apps by establishing an open-source, real-time,
interoperable payment protocol. This infrastructure allowed third-party application developers to build highly
intuitive user interfaces on top of a secure national clearinghouse. Consequently, platforms like PhonePe, Google
Pay, Paytm, and BHIM UPI expanded rapidly, turning peer-to-peer (P2P) and peer-to-merchant (P2M)
transactions into seamless everyday actions. By 2024, UPI transaction volumes surpassed tens of billions
monthly, solidifying India’s position as a global leader in real-time digital transaction volume.

Problem Statement

Despite the widespread adoption of digital payment gateways, the fintech landscape is highly competitive and
susceptible to rapid shifts in consumer sentiment. Digital payment applications have largely become
commoditized, as they operate on identical public payment rails (such as UPI). Because the underlying financial
utility remains uniform across platforms, service providers must differentiate themselves through user
experience (UX), security perceptions, systemic reliability, and promotional incentives. Furthermore, consumer
behaviour in digital environments is inherently complex. It is governed by a delicate balance between the desire
for frictionless transaction speeds and a deep-seated anxiety regarding digital fraud, identity theft, and transaction
failures. Fintech firms often struggle to determine whether they should allocate capital toward building advanced
cryptographic and multi-factor authentication protocols (which may add friction to the user experience) or
toward aggressive promotional burning (such as cashbacks and rewards) to acquire market share.

Research Objectives
This study addresses these theoretical and practical gaps by pursuing the following empirical objectives:

e To evaluate and compare consumer preference levels across the dominant digital payment gateways
(PhonePe, Google Pay, Paytm, Amazon Pay, and BHIM UPI) operating in the contemporary market.

e To analyze the precise impact of structural convenience, perceived security, and promotional incentives on
overall consumer platform choice.

e To investigate whether significant demographic variances exist regarding consumer perceptions of digital
payment utilities.

THEORETICAL FRAMEWORK AND LITERATURE REVIEW

Theoretical Grounding

To understand consumer interactions with digital payment systems, this study draws upon two foundational
technology adoption frameworks: the Technology Acceptance Model (TAM) and the Unified Theory of
Acceptance and Use of Technology (UTAUT2). TAM posits that the adoption of any technological innovation
is primarily governed by two cognitive factors: Perceived Usefulness (PU) and Perceived Ease of Use (PEOU).
In digital payments, PEOU maps directly onto Structural Convenience, the minimising of steps required to
execute a financial transaction. UTAUT2 extends this model by incorporating consumer-centric constructs such
as Hedonic Motivation (the enjoyment derived from using a technology, often stimulated by gamified rewards)
and Trust/Security Risk. Furthermore, Mental Accounting Theory explains how consumers categorise financial
windfalls like cashbacks, viewing them as high-utility rewards that drive disproportionate loyalty toward the
platform providing them.

Literature Review

The Imperative of Convenience and System Usability: The foundational driver of any digital service platform is
its ability to reduce transaction costs and friction relative to traditional legacy methods. Early research by Sharma
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(2018) highlighted that the initial wave of mobile wallet adoption was driven almost entirely by the promise of
bypassing physical cash management and long banking queues. This perspective is supported by Patil et al.
(2020), who emphasised that user interface (Ul) clarity, application processing speed, and minimal cognitive
load are critical for converting casual users into habitual platform advocates. As the market matured, the
definition of convenience shifted from basic mobility to systemic interoperability. Recent scholarship by Kim et
al. (2023) indicates that contemporary consumers expect unified ecosystems where peer-to-peer transfers, utility
bill payments, e-commerce checkouts, and micro-investment tools are integrated within a single application
interface. In multi-app environments, platforms that minimise the number of taps required to complete a
transaction consistently capture higher transaction frequencies.

Perceived Security, Risk Mitigation, and Institutional Trust: While convenience initiates user engagement,
security concerns present the primary barrier to sustained adoption. Financial transactions are deeply personal,
making digital payment apps prime targets for malicious actors. Research by Singh and Srivastava (2020)
demonstrated that consumer anxiety regarding digital payments stems from two distinct factors: systemic
vulnerability (e.g., data breaches, hacking) and operational vulnerability (e.g., phishing scams, social
engineering, transaction timeouts where funds are frozen). The role of trust has been extensively evaluated within
technology adoption literature. Upadhyay and Jahanyan (2021) observed that in emerging economies, consumers
often transfer their trust in established banking brands onto digital intermediaries. Consequently, platforms that
explicitly state their alignment with sovereign regulatory structures or reputable banking institutions achieve
faster trust calibration. Furthermore, modern cryptographic features such as biometric authentication, real-time
transaction tokenisation, and multi-factor verification serve a dual purpose. They secure the underlying
transaction while acting as visual markers of security that reassure the user.

Promotional Dynamics: The Role of Cashbacks and Gamification: The use of financial incentives (such as
cashbacks, loyalty points, and scratch cards) has been a primary strategy for user acquisition in the fintech sector.
Dictit and Tripathi (2020) analysed the psychological mechanics of cashback distributions, concluding that
immediate financial rewards stimulate the brain's reward centres. This stimulation creates positive behavioural
reinforcement, linking the app's use with an unexpected financial windfall. However, as the market reaches
saturation, the efficacy of basic cashbacks has faced closer scrutiny. Research by Shree et al. (2021) suggests
that while cashbacks are highly effective at driving short-term user acquisition and platform hopping, they do
not inherently foster long-term brand loyalty unless paired with high structural convenience and security. In
response, modern platforms have turned to gamified rewards, where users earn badges, unlock levels, or
participate in localised digital events. This shifts the value proposition from a transactional discount to an
engaging consumer experience, increasing overall platform retention.

Synthesis of Existing Research Gaps

While the existing literature covers the individual impacts of convenience, security, and rewards on digital
payment adoption, there is a lack of integrated empirical studies that examine these factors simultaneously within
a highly unified, open-banking environment like India's UPI network. Most existing models were developed
based on closed-loop digital wallets or card-based payment infrastructures typical of Western economies. This
study addresses this gap by analysing consumer choices where the baseline financial network is standardised.
This allows for a precise evaluation of how convenience, security, and promotional variables drive consumer
preferences independently of the underlying financial rails.

RESEARCH METHODOLOGY
Conceptual Framework and Hypotheses

Based on the synthesised literature and theoretical models, this study establishes a conceptual framework where
Structural Convenience, Perceived Security, and Promotional Incentives act as independent variables, while
Platform Preference and Consumer Recommendation Tendencies serve as the dependent variables. To
empirically evaluate these interactions, the following research hypotheses were formulated:
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H1: There is a statistically significant variance in preference levels across different digital payment gateways
based on user-perceived convenience.

H2: Perceived structural security significantly and positively influences overall consumer trust levels toward
digital payment gateways.

H3: There is a significant positive correlation between promotional rewards (cashbacks) and consumer
recommendations of digital platforms to peers.

Research Design and Sampling Strategy

This study adopts a quantitative, cross-sectional descriptive research design. The target population comprised
active users of mobile digital payment applications residing in metropolitan and tier-1 urban areas. Data
collection was carried out over four months from January to April 2024 using a digital surveying instrument
distributed via professional networks, educational channels, and digital communication platforms. To ensure
balanced demographic representation, a stratified random sampling approach was applied. The population was
stratified by age cohorts and occupational status to ensure that insights captured the preferences of both younger,
tech-native demographics and older, traditionally cash-reliant cohorts.

Data Collection Instrument and Scaling
The primary data collection instrument consisted of a structured questionnaire divided into three main sections:

1. Demographic Profiling: Collection of categorical variables including age, gender, educational background,
and employment status.

2. Platform Preference Matrix: Evaluation of user engagement levels, transaction frequencies, and preference
rankings for five primary digital payment platforms: PhonePe, Google Pay, Paytm, Amazon Pay, and BHIM
UPI.

3. Construct Psychometrics: Measurement of consumer perceptions regarding convenience, security, and
rewards utilising a standardised 5-point Likert Scale.

Reliability and Validity Assessment

To ensure internal consistency and stability, the research instrument was subjected to a pilot study involving 50
participants. The data was analysed using Cronbach's Alpha. A Cronbach's Alpha coefficient greater than 0.70
is widely recognised as the academic benchmark for acceptable scale reliability in social science research.

Table 3.1: Psychometric Scale Reliability and Alpha Coefficients

Construct Dimensions Number of Items Measured Cronbach’s Alpha (o)
Operational Convenience 4 0.82
Perceived Structural Security 5 0.85
Promotional Incentives & Cashbacks | 4 0.78

The psychometric evaluation yielded Alpha coefficients ranging from 0.78 to 0.85, confirming that the
measurement scales demonstrate high internal consistency and reliability, making them suitable for
comprehensive parametric testing.
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DATA ANALYSIS AND EMPIRICAL RESULTS

Demographic Analysis of Respondents

The demographic composition of the 200 respondents provides a clear contextual baseline for interpreting the
study's findings. The sample represents a diverse cross-section of the digital payment consumer base. The sample
is characterised by a strong presence of young to mid-career professionals, with 65% of respondents falling into
the 18-34 age range. This cohort represents the primary drivers of digital transaction volume. Additionally, the
cohort is highly educated, with 65% holding a bachelor's, master's, or doctoral degree, indicating a sample
capable of making informed assessments regarding platform security and utility.

Descriptive Statistics of Core Constructs

To evaluate the general distribution of consumer sentiments regarding the three primary independent constructs,
a descriptive statistical analysis was performed, computing the Mean, Standard Deviation, Skewness, and
Kurtosis.

Table 4.2: Comprehensive Descriptive Statistical Summary

Analytical Construct Descriptive Mean | Standard Deviation | Metric kewness | Metric Kurtosis
Operational Convenience 4.23 0.65 -0.15 0.23
Perceived Structural Security | 4.08 0.72 -0.10 0.15
Promotional Incentives 3.95 0.68 -0.05 0.10

The empirical means show that consumers place a high value on all three dimensions, with Operational
Convenience achieving the highest baseline score (M = 4.23). This confirms that usability is a critical entry
requirement for digital payment systems. The skewness and kurtosis indices fall well within the traditional range
of -1 to +1, confirming that the dataset follows a normal distribution and satisfies the assumptions required for
parametric statistical analysis.

Platform Comparative Analysis
This section evaluates consumer preferences across five key digital payment platforms active in the marketplace.

Table 4.3: Mean Consumer Preference Scores by Gateway Platform

Rank | Digital Payment Gateway Mean Score | Standard Deviation
1 PhonePe 4.35 0.62
2 Google Pay 4.28 0.58
3 BHIM UPI 4.15 0.67
4 Google Page (Alternative | 4.30 0.60
Interface)
5 Paytm 4.20 0.65

Phone Pe emerged as the preferred digital payment gateway (M = 4.35), closely followed by Google Pay (M =
4.30 and M =4.28). This indicates a highly competitive duopoly at the top of the consumer preferences hierarchy.
Paytm and BHIM UPI retain solid market shares but rank slightly lower in user preference.
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Hypothesis Testing and Inferential Statistical Evaluations

Hypothesis 1: Evaluation of Variance in Platform Convenience: To test H1 whether distinct digital payment
gateways exhibit statistically significant differences in user-perceived convenience a One-Way Analysis of
Variance (ANOVA) was performed across the user preference ratings. platforms: F (4, 995) = 24.15, p < 0.001.
Consequently, H1 is strongly supported. To isolate where these significant differences lay, a post-hoc Tukey
Honest Significant Difference (HSD) test was performed. The post-hoc pairings revealed that PhonePe (M =
4.35) and Google Pay (M = 4.28) did not exhibit a statistically significant difference between each other (p =
0.405). However, both platforms exhibited significantly higher perceived convenience scores compared to Paytm
(M =4.20) and BHIM UPI (M = 4.15) at the p < 0.01 level. This indicates that while the top two platforms are
evenly matched, they have established a significant lead over the rest of the market in terms of user experience
and transaction fluidity.

Hypothesis 2: Trust Allocation via Perceived Structural Security: To evaluate H2, which examines the impact
of structural security on consumer trust, an independent metric tracking trust scores was regressed against
security parameters. The analytical outcome was verified through a Chi-Square Test of Independence to
determine the alignment between high security and high platform trust. This indicates a strong relationship
between perceived security and consumer trust, confirming that H2 is validated. Respondents consistently
associated Google Pay and BHIM UPI with high structural security scores. This trust appears to stem from
Google's global brand reputation and BHIM's status as a direct, state-backed sovereign application. This
underscores the business value of institutional trust and robust security architectures.

Hypothesis 3: Correlational Matrix of Rewards and Peer Recommendations: To address H3, which examines
whether financial rewards drive organic consumer word-of-mouth recommendations, a Pearson Product-
Moment Correlation Analysis was conducted. This analysis evaluated the relationship between the perceived
value of promotional incentives and the self-reported likelihood of recommending the platform to peers.

Table 4.5: Pearson Correlation Coefficients Matrix

Main Constructs Perceived Structural Security | Promotional Incentives | Word-of-Mouth
Convenience

Perceived Convenience | 1.00 0.45 0.35 0.52

Structural Security 0.45 1.00 0.20 0.48

Promotional Incentives | 0.35 0.20 1.00 0.68

Word-of-Mouth 0.52 0.48 0.68 1.00

(WoM)

Note: All correlation coefficients are statistically significant at the p < 0.01 level (2-tailed). The correlation
matrix reveals a strong, positive correlation between Promotional Incentives and Word-of-Mouth
Recommendation Tendencies (r = 0.68, p < 0.01). This confirms that H3 is supported. While convenience (r =
0.52) and security (r = 0.48) also correlate positively with user recommendations, promotional incentives show
the strongest relationship. This demonstrates that while systemic reliability keeps users on a platform, financial
rewards actively motivate them to promote the application within their personal networks.

Comprehensive Discussion and Theoretical Contextualization
Contextualising Findings Within Technology Acceptance Literature

The empirical results of this study confirm and extend several foundational technology acceptance models within
the context of modern digital payment systems. The finding that Operational Convenience serves as a baseline
driver for user engagement aligns with the core assumptions of the Technology Acceptance Model (TAM)
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established by Davis and developed by Patil et al. (2020). In highly integrated payments ecosystems,
convenience is no longer just about mobility; it is defined by systemic reliability and speed. The high preference
scores observed for PhonePe and Google Pay suggest that these platforms have successfully minimised
transaction friction. They feature predictive user interfaces, fast contact-mapping, and robust database

management systems that reduce transaction processing delays.

However, this study's findings refine TAM by showing that while convenience drives daily transaction volume,
Perceived Security serves as the primary anchor for platform retention. This aligns with the risk-mitigation
frameworks proposed by Upadhyay and Jahanyan (2021) and Singh and Srivastava (2020). The data shows that
consumers are highly analytical; they distinguish between different types of platform trust. For instance, the high
security scores attributed to BHIM UPI illustrate that sovereign backing provides a strong foundation of
institutional trust, balancing out any perceived gaps in user interface design. This indicates that fintech adoption
cannot be sustained by aesthetic appeal or promotional burning alone. Platforms must establish a secure
foundation of data encryption and transparent fraud protection to retain users over time.

The Psychological Mechanics of Financial Incentives

The strong correlation between promotional incentives and word-of-mouth advocacy (r = 0.68) provides
empirical validation for the integration of behavioural economics within fintech research. According to Mental
Accounting Theory, consumers do not view all monetary windfalls equally. Small cashbacks or financial rewards
are often categorised as "found money," which carries a higher psychological utility than regular income or
generic cost discounts. This psychological mechanism explains why gamified scratch cards, direct cashbacks,
and localised reward loops are highly effective at converting passive users into active brand advocates. This
finding adds nuance to the work of Shree et al. (2021) and Dictit and Tripathi (2020). While earlier studies
suggested that cashback programs only attracted price-sensitive, unloyal users, our data indicates that when
promotional rewards are integrated into a reliable, high-performance user experience, they create a strong
incentive for peer-to-peer recommendations. These dynamic turns promotional spending into an organic engine
for user acquisition.

Extended Literature Synthesis (2024-2026 Perspective)

To ensure this study remains relevant within the rapidly evolving financial landscape leading up to 2026, we
must look at how digital payment frameworks have adapted over the last two years. The most significant shift
has been the transition from traditional fiat-intermediated mobile wallets to hybrid architectures that incorporate
Central Bank Digital Currencies (CBDCs), such as India’s Digital Rupee. Recent research by Al-Khowaiter
(2024) and Zhang et al. (2025) demonstrates that the introduction of retail CBDCs has redefined how consumers
view financial security and settlement risk. Unlike commercial bank deposits or third-party digital wallets,
CBDCs represent a direct sovereign liability of the central bank. This eliminates settlement risk and bypasses
traditional clearinghouse friction. Modern literature examining the integration of CBDCs into existing user
interfaces (e.g., Kumar & Vasudevan, 2025) notes that consumers prioritize applications that offer a unified
experience. Users prefer platforms that allow them to switch seamlessly between standard UPI payment
structures and retail CBDC wallets within the same interface. This trend confirms our study's core finding:
platform success depends heavily on structural convenience and the integration of multiple financial services.

Between 2024 and 2026, the integration of Advanced Artificial Intelligence (Al) and Machine Learning (ML)
models within payment gateways shifted from a backend operational tool to a frontline differentiator for user
experience. Modern digital payment gateways use predictive Al models to analyze user transaction patterns in
real time, anticipate recurring payments, and optimize user interface layouts dynamically based on individual
behaviors (Thompson & Patel, 2025). This level of personalization enhances perceived convenience, moving
beyond basic app speed to deliver contextual financial assistance. Concurrently, the security landscape has
evolved significantly. Traditional fraud vectors have been surpassed by sophisticated, Al-driven social
engineering schemes, deepfake voice authorization scams, and automated phishing networks. Recent research
by Nguyen and Dwivedi (2025) highlights that consumers are becoming increasingly aware of these advanced
threats. Consequently, user retention is shifting toward platforms that deploy proactive, Al-based fraud
prevention systems. Features like real-time anomaly detection, contextual transaction alerts, and adaptive
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biometric verification provide visible reassurance to users. These measures build trust without adding undue
friction to the transaction process.

Another major trend observed leading into 2026 is the consolidation of standalone digital payment tools into
comprehensive "Super-Apps.” As noted by Mehra and Williams (2024), consumer tolerance for managing
multiple fragmented applications for distinct financial tasks has decreased sharply. Modern users favor single,
integrated platforms that combine payment services with adjacent financial product streams, including:

e Buy-Now-Pay-Later (BNPL) micro-lending alternatives,
e Mutual fund and equity trading access points,

e Insurance premium managers, and

e Cross-border remittance functionalities.

This structural shift aligns with our descriptive statistics, which highlight how convenience serves as a
foundational requirement for user adoption. The platforms that dominate consumer preferences are those that
have successfully evolved from simple transactional utilities into comprehensive wealth management and
lifestyle ecosystems.

CONCLUSIONS

This study provided an empirical analysis of consumer behaviours and preferences within the digital payment
gateway landscape. By using rigorous parametric and non-parametric testing on a cohort of 200 respondents,
several key conclusions have been established:

Convenience is an Entry Requirement, Not a Long-Term Differentiator: While operational convenience (M =
4.23) is critical for initial app adoption, it has become largely standardised across major competitors. Platforms
must look beyond basic speed to differentiate themselves through predictive user interfaces and deep ecosystem
integration.

Security Measures Drive User Retention: Perceived structural security is the primary anchor for consumer trust
(chi2 = 18.72, p = 0.001). Platforms that can clearly demonstrate institutional credibility, reliable encryption
standards, and proactive fraud prevention are best positioned to maintain long-term user retention.

Financial Rewards Drive Organic Growth: Promotional rewards share a strong positive correlation with peer
recommendations (r = 0.68). This confirms that well-executed incentive structures remain a highly effective tool
for driving organic user acquisition and word-of-mouth advocacy.

Theoretical Contributions

This research contributes to technology adoption literature by providing an integrated analysis of convenience,
security, and reward dynamics within an open-banking ecosystem. It extends the traditional Technology
Acceptance Model (TAM) and UTAUT2 frameworks by demonstrating that in mature digital markets, utility-
driven factors (ease of use) and emotion-driven factors (rewards and trust) work together to influence consumer
choice and platform loyalty. Additionally, this study provides an updated empirical baseline that reflects
consumer behaviors under modern infrastructure conditions, bridging the gap between older mobile wallet
models and today's interconnected financial platforms.

Practical and Managerial Implications

For fintech executives, product developers, and digital marketing strategists, these findings provide an actionable
framework for strategic planning and resource allocation:
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e Implement Biometric and Passkey Protections: Security architectures should prioritize passwordless
verification methods, such as cryptographic passkeys and biometric authentication. These methods provide
high security while minimizing transaction friction.

e Deploy Al-Driven Anomaly Detection Systems: Fintech firms should invest heavily in real-time fraud
monitoring systems that can identify anomalous transactions and alert users before funds leave their
accounts.

e Optimize Gamified Promotional Campaigns: Marketing budgets should move away from generic cashbacks
and toward personalized, gamified loyalty programs. Providing context-aware rewards linked to local
merchant partnerships can significantly increase promotional spending efficiency.

e Streamline Transaction Resolution Processes: Platforms should build automated, transparent dispute
resolution systems directly into their applications. Reassuring users that failed transactions will be resolved
quickly is an excellent way to build long-term trust and platform loyalty.
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