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ABSTRACT 

Digital economy refers to an economy that is based on digital computing technologies. 
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The digital economy is also sometimes called the Internet Economy or Web Economy.   Digital 

Payment is a way of making payment through digital modes like debit card, credit cards, prepaid 

cards, RuPay Debit Cards, UPI Apps like BHIM, AEPS-Aadhaar enabled digital payment mode 

with the help of PoS (Point of sale) machines, USSD banking or *99# Banking, e-wallets etc. 

After demonetization there was huge push for digital payments. On September 18, the world's 

largest internet company, Google, launched digital payments app Tez in India. Tez is yet another 

payments platform that joins a long list of cashless payment platforms — from BHIM to 

Aadhaar Pay — offered since demonetization on 8th September 2016. India's largest wallet player, 

Paytm, claims around 260 million users and MobiKwik, 60 million. While India's largest bank, 

State Bank of India has 195 million customers, Paytm claims around 7 million daily transactions 

and MobiKwik about 3 million.   There are enough apps and platforms that help pay digitally — 

UPI, BHIM, Aadhaar Pay, Paytm, MobiKwik, HDFC Pay Zapp, SBI Buddy, PayU, Tez, besides 

credit cards and debit cards, but people still seem more comfortable reaching for cash than an 

app. On October 4, 2017, RBI announced the interoperability of e-wallets of private firms which 

will be allowed with six months to those compliant with KYC norms.  Interoperability helps 

users of one app to transact with users of a different app.  This facility is currently functional 

under the state-owned Unified Payment Interface (UPI), available only to banks and those e-

wallets build on the UPI platform.  Recently held 23rd GST Council meeting on 10th November 

2017 at Guwahati, announced the provision of incentives for payments that are settled 

electronically.  One97 Communications, the holding company has started Paytm on August 2010.  

In 2016, the business was split into three parts.  One97 retained businesses like mobile content, 

games and insurance.  The wallet moved to Paytm Payments Bank, e-commerce and retail to 

Paytm E-Commerce.  Paytm targets to reach 500 million users from the existing 250 million 

users in the next two year, from 5 million to 10 million merchants by March 2018 covering 600 

districts.  
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Objective of the study 

The present study focuses on the role of payment banks in digital payments, with special 

reference to Paytm. The study is based on secondary sources of data. 

 
I. LITERATURE REVIEW 

 ‗Dealing in cash currency  had led to a lot of aberrations in terms of tax non-compliance, currency 

being used for collateral purposes like crime, escaping the tax net and not getting into the banking system‘ 

– Finance Minister, Arun Jaitley.  

  In his Budget speech, he has given a push to digital transactions. To incentivize the use of BHIM 

(Bharat Interface for Money) app, he announced a promotional 'Referral Bonus Scheme' for individuals 

and 'Cash-back Scheme' for merchants.   He also announced that the merchant version of Aadhaar 

Enabled Payment System (AEPS), 'Aadhaar Pay' will be launched shortly.  The government has set a 

target of 2,500 crore digital transactions for FY 2017-18 through UPI, Aadhaar, IMPS and debit cards in 

the Budget 2017.    

 To achieve the mission of a less cash economy to reduce the generation and circulation of black 

money, Budget 2017 has proposed to insert Section 269ST in the Income-tax Act, i.e., no person shall 

receive an amount of Rs 3 lakh or more by way of cash, in aggregate from a person in a day, in respect of 

a single transaction; or in respect of transactions relating to one event or occasion from a person.   It is 

also proposed that the above restrictions will not apply to the government, any banking company, post 

office savings bank or co-operative bank. The Budget also proposes levy of penalty on a person who 

receives Rs 3 lakh and above.  

 The Economic Survey has also put significant emphasis on the issues of cyber-security and inter-

operability in digital payments, to the extent of also warning banks to not thwart inter-operability.   

Monica Jasuja, MasterCard India, in her India Budget 2017 analysis states- ―Already there is evidence 

of increased digital transactions. The BHIM app has been launched. It will unleash the power of mobile 

phones for digital payments and financial inclusion.  

In the words of Aruna Sundararajan, secretary, ministry of electronics and IT - "The idea is that 

the consumer interest is protected and we should grow this business in an orderly manner.  If wallets have 

to grow as an instrument, issues such as what is the liability of the service provider, how the data is being 

protected, what the grievance redressal means have to be addressed"  

  

 Law and IT minister Ravi Shankar Prasad - on mobile manufacturing capacity, he said, "From 6 

crore mobile handsets in 2014-15, India's mobile manufacturing capacity has increased to 11 crore mobile 

handsets in 2015-16. With 72 new mobile handset and component manufacturing units set up in last two 

years, India has emerged as a mobile manufacturing hub." 

       Vijay Shekhar Sharma, Paytm founder tells ET magazine that he foresees a battle between 
ecosystems, Paytm being one of them.  There will be five ecosystems in India: Paytm, Amazon, Google, 
Facebook and the Naspers-Tancent ecosystem that has invested in companies like Make-MyTrip and 
PayU.  He is now on Forbes‘ list of Indian Billionaires. 
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1.1 Modes of digital payment 

UPI: UPI or unified payment interface, a digital payment mode, which is used to make fund 

transfers through the mobile app between two accounts. One has to register for mobile banking to use 

UPI apps. Currently, this service is only available for android phone users. One has to download a UPI 

app and create a VPA  or UPI ID. There are many UPI apps available such as BHIM, SBI UPI 

app, HDFC UPI app, iMobile, PhonePe app etc. It is not mandatory to use the UPI app from the 

respective bank to enjoy UPI service.    One  can download and use any UPI app.  UPI apps are a faster 

solution to send money using VPA or even IFSC and account number. But without android phone one 

cannot use UPI app. 

            Aravind Subramanian cited UPI as a major achievement of the year, stating that it was ―making 

the M in JAM a reality.‖ JAM stands for the Narendra Modi government‘s vision of Jan Dhan, Aadhaar, 

and Mobile. 

           AEPS: Aadhaar Enabled Payment Service is an Aadhaar based digital payment mode. Customer 

needs only his or her Aadhaar number link with bank, to pay to any merchant.  AEPS allows bank to 

bank transactions. It means the money will be deducted from givers account and credited to the receiver‘s 

account directly.   Unlike cards and USSD, AEPS does not have any charges on transactions.   The good 

thing about AEPS is that it doesn‘t need user‘s signature, bank account details or any password. It uses 

user‘s fingerprint as a password. No one can forge one‘s fingerprints, thus it is the most secure digital 

payment mode. 

         USSD: USSD banking or *99# Banking is a mobile banking based digital payment mode. A smart 

phone or internet connection is not required to use USSD banking. One can easily use it with any normal 

feature phone. USSD banking is as easy as checking mobile balance.  The *99# code works as a bridge 

between your telecom operator‘s server and your bank‘s server. It uses your registered mobile number to 

connect with your bank account. Hence, dial *99# with your registered number only. USSD banking has 

a transaction limit of Rs. 5000 per day per customer. RBI has also set a maximum charge of Rs. 2.5 per 

operation. 

          Cards:  These are provided by banks to their account holders and have been the most used digital 

payment modes till now. Many use cards for transferring funds and making digital payments. Credit cards, 

debit cards and prepaid cards are the main types of cards.  

           Credit cards are issued by banks and some other entities authorized by RBI. These cards give you 

the ability to withdraw or use extra money. Credit cards are used for domestic as well as international 

payments. 

           Debit cards are issued by the bank where you have your account. You can use these cards for the 

money in your account. The payments you make with these cards debit from your account and credit 

immediately to the payee‘s account. You can use these cards to make payments to one bank account to 

another. 

            Prepaid cards are another type of cards which you use to pay digitally. You must have to 

recharge these cards before using just like prepaid SIM cards. Cards are one of the best modes when you 

pay at portals or E-commerce sites. But if we talk about paying to merchants it is not the most suitable 

way. It charges 0.75% – 2.0% on transactions. Also, you cannot use cards to pay if the merchant does not 

have a PoS (swipe) machine. 

https://upipayments.co.in/upi-payment-system/
https://upipayments.co.in/virtual-payment-address-vpa/
https://upipayments.co.in/bhim-app-download-features-use/
https://upipayments.co.in/sbi-upi-launch-payment/
https://upipayments.co.in/sbi-upi-launch-payment/
https://upipayments.co.in/hdfc-upi-app/
https://upipayments.co.in/icici-bank-upi-app/
https://upipayments.co.in/phonepe-app-download-review/
https://upipayments.co.in/ifsc-code-get/
https://upipayments.co.in/99-banking-ussd-payment/
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         RuPay Card: It is an Indian version of credit/debit card. It is very similar to 

international cards such as Visa/Master. National Payments Corporation of India (NPCI) initiated the 

launch of RuPay card in India. It was done with the intention of integration of payment systems in the 

country. 

1.2 E-Wallets 

E-wallet or mobile wallet is the digital version of physical wallet with more functionality. One can 

keep money in an E-wallet and use it when needed. Use the E-wallets to recharge phone, pay at various 

places and send money to friends. With a smart phone and a stable internet connection, one can use E-

wallets to make payments. These E-Wallets also give additional cash back offers. Some of the most used 

E-wallets are State bank buddy, ICICI Pockets, Freecharge, Paytm etc.  One cannot use e-wallets to 

money to a bank account.  These apps do not ask for any PIN or password to perform a transaction and 

hence if phone is not locked anyone can use the money in e-wallet. 

BHIM app: It is a Mobile App developed by National Payments Corporation of India (NPCI), 

based on the Unified Payment Interface (UPI). It was launched by Narendra Modi, the Prime Minister of 

India, at a Digi Dhan programme in New Delhi on 30 December 2016. It has been named after Bhim 

Rao Ambedkar and is intended to facilitate e-payments directly through banks and as part of the 2016 

Indian banknote demonetisation and drive towards cashless transactions.   This UPI app supports all 

Indian banks which use that platform, built over the Immediate Payment Service infrastructure. 

1.3 A Case Study of Paytm 

One97 communications, holding/parent company of Paytm started in 2000.  It recorded a profit 

of Rs.5 crore in 2013-14.   It reported a loss of Rs.372 crore for 2014-15, and a loss of Rs.1549 crores for 

2015-16.  During 2016-17, it reported revenue of Rs.813 crores and net worth of Rs.2376 crores without 

disclosing profitability. 

Post demonetization, Paytm wallet grew at a fast pace and today has around 280 million users 

from 110-120million a year ago.  In the wake of demonetization, total electronic and card payments grew 

46% by value and 65% by volume in 2016-17over the previous fiscal year.    

One97 Communications, the holding company that started Paytm,has been diversifying and 

experimenting with retail ecommerce and movie and travel ticket bookings.  In 2015 it got the in-

principle approval from RBI to start a payment bank and which was launched in May 2017.   Apart from 

growing the bank and a retail ecommerce offering, an investment of almost $500 million has been 

promised to meet RBI‘s KYC requirements for wallets.   

In December 2016, Vijay Shekhar Sharma sold 1% in One97 company for Rs.325 crores to other 

shareholdersto raise money to invest in Paytm Payments Bank.  In March 2017, Paytm E-commerce has 

raised $200 million from Alibaba Group and SAIFpartners.   In March, Reliance Capital, Samma Capital 

and SAP ventures sold their combined stake of 4.3%in One97 company to Alibaba Group and Ant 

Financial.  Reliance Capital got Rs.275 crore for a stake it has bought for Rs.10 crore in 2010.The deal 

valued at $5.7- $5.9 billion.   

 

 

 

http://topandroidtips.com/freecharge-is-better-than-paytm-reasons/
https://en.wikipedia.org/wiki/Mobile_app
https://en.wikipedia.org/wiki/National_Payments_Corporation_of_India
https://en.wikipedia.org/wiki/Unified_Payment_Interface
https://en.wikipedia.org/wiki/Narendra_Modi
https://en.wikipedia.org/wiki/Prime_Minister_of_India
https://en.wikipedia.org/wiki/Prime_Minister_of_India
https://en.wikipedia.org/wiki/New_Delhi
https://en.wikipedia.org/wiki/Bhim_Rao_Ambedkar
https://en.wikipedia.org/wiki/Bhim_Rao_Ambedkar
https://en.wikipedia.org/wiki/2016_Indian_banknote_demonetisation
https://en.wikipedia.org/wiki/2016_Indian_banknote_demonetisation
https://en.wikipedia.org/wiki/Immediate_Payment_Service
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1.4 Shareholding Pattern of One97 Communications (Parent company of Paytm): 

 Alibaba and Ant Financial-30% 

 Softbank-20% 

 SAIF partners-25% 

 Vijay Shekhar Sharma-17-18% 

 Employees-Rest 

1.5 Shareholding Pattern of Paytm Payments Bank 

 One97 Communications-49% 

 Vijay Shekha Sharma-51% 

Paytm will be a super - app that is able to do all payments from bills and school fees to buying stuff.  

Sharma says one of the reasons that Paytm deserves to succeed is that it has managed to hold on toa core 

group of executives for a long time. He point out that Paytm had started businesses like food delivery and 

grocery retail that were later closed down.  There is a lot of talk about destiny in any conversation-and 

Sharma says he often feels he and his team are ―God‘s Children‖and Paytm is at its ―Simba moment‖.  

II. CONCLUSION 

To promote Digital India initiative and encourage for cash less payments, the Indian 

Government has introduced many digital payment modes.  Unified Payments Interface (UPI) for 

smartphones; Unstructured Supplementary Service Data (USSD) based mobile banking for basic and 

feature phones;  Bharat Interface for Money (BHIM) app, a unified UPI app; Aadhaar Pay that enables to 

make cashless money using Aadhaar card and fingerprint for biometric authentication, and to further ease 

the payments process, Bharat QR Code for cashless electronics payments, were introduced by the 

government.  
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