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ABSTRACT

The recent state pollsthat were carried out in U.P. hasgained phenomenal attention fromthe global quartersasit isconsidered
asamandate and acceptance of nation, for the demonitization reform and the push for digital payments. If such an interpretation
stands true with the results coherence, then it can be stated that demonitization is a huge success and paved a new way for
digital payments. However, the crux that is curiousfor interpretation is whether the digital paymentswere voluntarily being
achoice for the consumersor isit because of lack of optionsto handle the cash transactions, the way of digital payments are
embraced. From the qualitative and opinion analysis that is carried out it is evident that despite the fact that people are still
preferring cash transactions, slowly the syndrome of getting habituated to digital paymentsarerising high. If the stakeholders
can ensure right dynamicslike robust infrastructure, initiatives for socio-economic reforms and empowering consumerswith
an integrated platform, certainly the process can be more effective in transformation towards digital payment modalitiesin
U.P. and across the nation.
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comprising many bigger and smaller states. Uttar
Pradesh is one of the bigger states of the country
and many partsof U.P. areintegral part of businesshubs
of India. The recent state polls that were carried out in
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UP has gained phenomenal attention from the global
guarters, asit is presumed that the immediate el ections
post the reforms could indicate the acceptance or
rejection from the public towards a specific reform
(Dennehy and Sammon, 2015).

Though, there is hardly any imperative inference
that the decision and results of polls are pure acceptance
or rejection towards a specific decision, the recent poll
results has been seen more intrinsic to gauge the public
response to the demonitization act (EY, 2016).

In the recent past, there is wide range of
transformation that istaking placein the nation, pertaining
to economic and financia reforms. For instance, some
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of the key measureslike opening pro-poor accountslike
Jan Dhan accounts (EY, 2016 and Waghmare, 2017),
ensuring direct transfer of subsidies to the consumers
accounts, linking Aadhar cards for the bank accounts
towardsincreasing the transparency in transactions etc.
were certain mile stonesthat were taken towards seeding
amajor transformation in the Indian economy from cash
based economy to cash |ess economy (Padmaavathy and
Adalarasu, 2014).

If the developments and initiativesthat were taken
upinthelast 2-3 yearstowardsramping up the necessary
infrastructure for digital payments scenario are
considered, it isimperative that there was an underlying
vision and process towards digital payments. In
comparative analysis of various statistics and results of
varied surveys, sentiment analysis fuelled on the basis
of social mediaresponse and public opinion survey, itis
evident that post demonitization, digital paymentshasran
in to mainstream payment models (Horowitz, 2012).

Cash driven system is overtaken by the digital
payments across the states and in many industrial
verticals. There are numerous reasons that could be
attributed to evolving developments. Right from the
government initiatives like issuance of payment bank
license, implementing de-monetization scheme,
incentivising digital payments, curb on cash transactions,
regulating compliance systems etc. (Panchal, 2016 and
Acharyya, 2016). In the other dimension, review of
certain statistics from the very recent past indicate that
though post-demonitization, the process of digital
payments has gained momentum, oncetheremonetisation
started rolling, thereisd ow down inthe quantumof digital
payments (IMAP, 2017).

The statistics detailed in the Fig.1 provided bel ow
advocate the aforesaid statement that with the
remonetisation taking place, slowly thereisdeclinethe
guantum of digital transactions.

Excerpts from the sentiment analysis of opinions
expressed by industry experts al so point to the fact that
though the digital payments might have significant
importance in the long run, still the cash based
transactions are not elusive and in many states and
regions still cash based transactions are being the
preference of the consumers (Waghmare, 2017).

For instance, according to an assessment by RBI
(Reserve Bank of India), the report quotes that “The
catalytic push from demoneti sation hastened migration
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Fig. 1: Receding trends of digital payments (Waghmare,
2017)

towards digital payments in November and December
2016. However, easein availability of cash by progressive
remonetisation impacted the pace of growth of
digitalisation in February 2017 (Waghmare, 2017).

Considering such contradi cting conditions of growth
and challenges and the Uttar Pradesh poll mandate as
inferred acceptance of de-monetization and digital
payment reforms of central government, the emphasis
in this study is about understanding the changing
dynamics of economic reformsin U.P. and the growth,
challenges and opportunitiesfor digita paymentsin U.P.
state (Padmaavathy and Adalarasu, 2014).

Thefurther sectionsof thisarticle providesoverview
of how the business equations has changed in U.P. post
demonitization, the way digital payments are embraced
in the state, the hurdles and barriersthat are obstructing
the growth of digital payment. Also, theinputs gathered
fromasmall survey conducted with varied stakeholders
of the business environment were also discussed to gain
insightsin to the emerging trends (Panchal, 2016).

Business economics of U.P. state :

Uttar Pradesh the northern state of Indiais one of
the biggest states of the country with well-devel oped
agro-based industries. Also, the stateis considered to be
the sugar bowl of India, and close to 30% of India’s
sugar production yieldsfrom U.P. (KPMG, 2004).

Some of the allied industries like cold storages,
warehousing have also raised in a significant manner,
resulting from affluence of agriculture. There are many
primecitiesin U.P. that are known for itsindustrial belt
(Lucknow, Kanpur, Ghaziabad, and Noida) and one of
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the ancient cities of the world, the Varanasi is also part
of U.P. (KPMG, 2004). Huge quantum of livestock
population hasalso fuelled the growth of leather industry
in Kanpur and Agrathe popular tourist destination has
also emerged as hubs for leather products is the other
promising sector (IMAP, 2017 and KPMG, 2004).

Itisimperative from theinputs detailed above, that
there are significant developmentsin U.P. and both rural
and urban parts of U.P. have potential businessdrivers.
From the excerpts generated from various reports,
certain key inputs that are considered as the drivers of
businessin U.P. are:

— Oneof the highly populated state of the country

— Longest network of rail connectivity, ranked
second in terms of road network, and one of the longest
river network.

— Highest number of domestic tourists in the
country (KPMG, 2004).

— Rich cultura heritage and monumental sitesin
the state attract millions of domestic and foreign tourists
to the state.

— One of the leading contenders in exports of
el ectronics and software services (KPMG, 2004).

Considering such dynamic growth factorsattributing
to the success of the state, it is evident that economic
growth and contribution of the state has direct impact
over the national economic development and also has
significant impact on the national agenda of digital
economy (Jain, 2017).

One of the key reasons to consider the U.P. state
for analysis of the emerging market trends for digital
paymentsisthat as U.P. is highly popul ated state of the
country, the end user level responsein UPisvery critical
for driving the digital payments to a successful point.
Andif U.P. can embracethedigital payment solutions, it
can certainly be adriving forcefor transition processin
the other statestoo (lyer, 2017 and Singh, 2016).

Interms of ng challengesfor digital payments
adaptationin U.P, theoperationa complexitiesand issues
of digital divide could be intrinsic factors. If such
magnitude of complexities are taken in to account for
analysing the bottle necks and critical successfactors, it
will enable the stakeholders in pushing the digital
paymentsin other locations too in much easier manner.
(lyer, 2017 and Demoneti sation and Merchants, 2017).

Drivers and opportunities of digital payments in
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UP:

Indiahas been predominantly acash based economy
and for the transformation to become a cashless
economy, there are significant developments that are
essential. For instancethe ICT infrastructure, readiness
of the Indian banking system, secured information
systemsand transacti on processing networks areintegral
need (Padmaavathy and Adalarasu, 2014 and Acharyya,
2016).

Alongside such factors, even the readiness of the
government, stakeholders of the industry isalso avita
need for successful implementation of digital payment
solutions. It is imperative from the developments that
has taken place in therecent past and certain initiatives
and reformsthat were allowed, that all the stakeholders
are focusing on developing a robust system of digital
payment solutions (Acharyya, 2016 and Pahwa, 2016).

Some of theinitiativesthat could be considered as
key driverstowards enabling digital payment solutions
inU.P. are:

— Increasing penetration of internet and mobile
communication services

— Targeting to enrol people with Aadhar
identification system

— Focusonintegrating the bank accounts of people
with KY C, registration of mobile numbers, issuance of
debit cards

— Issuance of PPI (Pre-Paid Instrument) licenses
to banking and certain privateinstitutions

— Forming compliance policiesand regulationsfor
digital wallet companies/services

— Enabling peopl e to open Jan Dhan accountswith
zero balance scheme

— Improving the necessary last mile connectivity
solutions that can support in encouraging more users to
adapt digital payment solutions (Waghmare, 2017;
Padmaavathy and Adalarasu, 2014 and IMAP, 2017).

For instance, one of the leading payment bank
“Airtel” has stated that “Airtel Payments Bank is
expandingitsfootprint intherural and unbanked pockets
of Uttar Pradesh. So far, it has clocked over 1,00,000
savings accounts in U.P. within two weeks of its launch”.
Theaforesaid statement from Airtel depictsthegrowing
demand and acceptance from the end usersin U.P. (FE,
2016).

Also, the payment bank Airtel has confirmed that
more than 12,000 retailers have registered with their
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payment bank solution, from both rural and urban UP,
Thisclearly signifiesthe potential scope and opportunity
that can be envisaged in U.P. for digital payment solutions
(FE, 2016).

In the other dimension, the donations towards
spiritual institutions, offering inthereligious placeshas
also undergone the impact of demonitization, and in a
guick turnaround time, the digital payment solutionshas
turned to be an alternative solution, wherein the display
boards has come up in religious places and spiritual
institutionsthat digital transfersusing PayTm, M obiwik,
BHIM etc., shall also be accepted (Jain, 2017 and Rawat,
2017).

Itisimperative from the statistical inputs provided
by various mobilewallet companiesthat the surgeintheir
user accounts are growing from the rural locations too
on par with the urban users. This clearly defines that
thereisprofound scope for implementing digital wallet
solutionsfor the companies, and if right kind of systems
and practices are adapted, certainly there could be more
effective outcome (Jain, 2017 and Demonetisation and
Merchants, 2017).

Despite the fact that there are many positives that
are envisaged in the process, the other factor that could
be considered isthat isthat the change and transformation
that istaking place is push-kind of transformation or a
pull-strategy (Singh, 2016).

Key challenges for digital payments initiatives :

There are vivid range of challenges that are
envisaged inthe market for digital payments. Similar to
many other states even in U.P.,, there are certain
challenges that are envisaged in the current market
scenario.

For instance, asthe Fig.1in the earlier section has
depicted about the falling rate of digital transactionsin
the last month, it clearly marks a resistance for change
factor (KPMG, 2004; Panchal, 2016 and Waghmare,
2017).

The other key issue that is related to state level
initiatives are about the local government participation
in to the proposed reforms by the federal government.
Evidentially, in many of the states the digital payment
transactionswere al so impacted dueto political factors,
as some local governments had resentment towards
demonitization (IMAR, 2017).

Though there could be somekind of socio-economic

impacts that might impact such revolutionary
transformation, unlessthereisunanimous and undeterred
attempt for all the stakeholders take place, driving such
huge initiatives with such vast population could be a
critical chdlenge (Padmaavathy and Adalarasu, 2014 and
Singh, 2016).

Considering technical readiness of the system, there
is need for robust systems, practices, compliance and
regulatory practicesthat are essential for implementation.
For instance, in the recent past, there has been a major
security breach in which millions of debit cardsof various
banks were compromised. Despite that such factorsare
one of itskind incidents, there are many such incidents
that keep taking place, and it might lead to breach of
trust and common public refraining from adapting digital
platforms for transactions (Waghmare, 2017;
Padmaavathy and Adalarasu, 2014 and Pahwa, 2016).

Study of varied research reportsclearly signify the
fact that though there are many initiativesthat are driven
both in the form of incentivising digitali zation and curbing
cash transactions are taking place, still the readiness of
the systems, practices and integration of data is at
nascent stage and need war-footing preparation
(Horowitz, 2012).

Some of the key challenges envisaged as hurdles
for digital payment solutionsare:

— Cultura resistance to the changing trends as
cash has been the king

— Though thereisdigital transaction setting in at
B2C levels, B2B level market resistanceis abottle neck.

— Lack of cross wallet transfers (recently
addressed by Bharat QR code) practice has been a
challenge, and thereis need to promote Bharat QR code
aggressively

— Issues pertaining to connectivity and false
positive transactions are an alarming concern and such
factors have to be mitigated.

— Increase vigilance to code of compliance and
ensure that transactions are secured and the personal
data of the users are not compromised

— Lack of comprehensive system to ensure that
end-to-end system in the business comprising all
stakeholdersare on board for digital transaction systems.

Unlessthe af oresaid challenges are overcome and
addressed in effective ways, ensuring significant
development in fuelling the growth of digital payments
in UP might be a major challenge (Horowitz, 2012;
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Waghmare, 2017; Padmaavathy and Adalarasu, 2014,
Panchal, 2016; Acharyya, 2016; IMAP, 2017 and Pahwa,
2016).

Per ception analysis :

As a part of the research study focused on the
digital payments development and understanding the
emerging market trends for digital payments, a small
survey study has been conducted acrossvaried rural and
urban locations of U.P, in aninformal structure.

The key objective for the proposed survey or the
opinion pall isto gather thetrendsand theintrinsic factors
that areimpacting the digital payment trends.

Following arethe key hypothesisthat are considered
for the proposed sentiment analysis

— Isthedigital payment solutions growth fuelled
by the emerging trends of banking and technology
revolutions or due to challenges of cash curb post-
demonitization?

— Arethekey factorsthat weredriving the digital
payments prior to demonitization erabeen resourcef ul

— Did the process of demonitization act as a
platform for pushing the digitalization processin tothe
mindsof public?

Onthebasisof opinion poll conducted and the survey
inputs gathered from vivid sources of social media
network and online polls, thefollowing arethekey inputs
that generated that support in understanding the crux
factorsinvolved in the process.

For a question on the preferred digital transaction
model, mgjority of the respondents have still opted for
net/mobile banking solutions (Fig. 2) and certainly the
impact in terms of number of people keen on using the
digital walletsare also growing high.

However, one of the common issues that were
interpreted in the challenges expressed by the users, the
fact that “not every digital wallet is accepted by every
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Fig. 2: Preferred transaction mode
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merchandise” and if a customer has uses a Paytm wallet
and theretailer hasonly SBI buddy or Mobiwik, making
digital wallet transaction has been a challenge.

However, with the recent introduction of Bharat
QR, thisissue could be overcome provided the process
is handled in quick turnaround time. Unless such cross
functional solutions are not put in practice, the digital
payment challenges might continue.

For a question on the key aspects that has driven
the system, in the post-demoniti zation process, theresults
areimperative (Fig. 3) that impact of demonitization has
been one of the intrinsic factors that has led to many
usersadapting thedigital transaction systems. Itisevident
from the study of the opinions expressed by the people
that though earlier some of them were using the digital
transactionsto an extent, the frequency and quantum of
usage of digital transactions hasincreased by great extent

with them.

= Do not Prefer Cash Transactions
Ease of Use at PoS /Outlets
Impact of Demonitization
Incentives Announced for Digital Transactions

® Forced as others are using digital transactions

Fig. 3: Post demonitization drivers

In the case of certain users, they have hardly tried
thedigital payment solutionsearlier, and therepercussions

Key drivers
Others [
Transaction security [
Choice of digital payments [}
Ease of transaction |
Digital payment scope [

0 01 02 03 04 05 0.6

Fig. 4: Key success drivers
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of the post demonitization has driven them towards
embracing the digital payment options.

The key drivers that are considered as the
motivational factor for implementing the system were
discussed in the opinion polls, and from the resultsit is
imperativethat Transaction security and Choice of digital
payments are given high level of importance. If the
stakeholders can ensure that such factors are addressed
in effective ways, certainly there are potential
devel opments that could be envisaged in the process.

Conclusion :

Digitdization of paymentsand transactions canlead
to significant rise in the transparency, ease of use and
improved quality of transactions. In the state like UP
which has conglomerate elements of business,
agriculture, rural and urban population, new cities and
traditional culturesof business practices, etc, if the digital
payment stakeholders can be successful in
implementation, certainly it can lead to significant
developments across all the other states too. Despite
the fact that there is strong resistance for change
(accepting digital paymentsway of life) envisaged with
the remoneti sation processcomingin, still if thereforms
and regul ations are managed there are potential chances
that the transformation could take place.

Though, in the initial trends it might be a push-
strategy of pushing the digital reforms, the scores of
benefits that could be experienced by the customers
might eventually lead to the voluntary transformation
towards such a system. However, the caution that has
to be exercised in implementation of system is that
infrastructure readinessfor implementation holdsthe crux.
Parallel approach in terms of improving the awareness,
incentivising digital payments and ensuring service
connectivity and infrastructure support is essential. In
the absence of any one of the aforesaid element, the
transformation towards digital payments era might be
off track.

Recommendations :

Following are some of the key factors that are
considered as significant need for the transformation
towardsdigital payments

— Reducethedigital divide

— Ensurerobust infrastructure and connectivity

— Crossplatformintegration

— Compliance systemsin place

— Empower the stakeholdersto accessthe change

— Handle the resistance to change with effective
change management strategy

— Make all the public sector collections and
disbursementsto public only by digitd transactionsdirectly
to accountsrather than providing subsidies etc.

— Create a digital payments communication
exchangeto facilitate the process of transition
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